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IN TOE SENATE OP THE UNITED STATES. ^ 



May 27, 1884.— Ordered to be printed. 



[r. TLtlLj from the Committee on Post-Offices and Post-Boads, sub- 
mitted the following 

REPORT: 

[To accompany the bill S. 2022.1 

\e Committee on Post-Offices and Post-Roads^ to which were referred Sen- 
ate bilU No. 17, *'to provide for tlie establishment of a postal telegraph 
system/* JVb. 227, ^^ ttt estahlish a system of postal telegraph in the Unitefl 
states/' and No, 1016, *' to provide for the transmission of correspond- 
enoe by telegraph ;" and which wa^ also instructed by the Sennte to inquire 
" tchether the cost of telegraphic correspondence between the several States 
and Territories of the United States or with foreign tountn'es has been 
injuritmsly affected by large stock dividends made by the Western Unitm 
Telegraph Company^ by consolidation between different telegraphic com- 
panies^ by workinq contrails with cable companieSy^by leasing of connect- 
ing or competing liueSy or by other means^^ has considered the same, and 
submits the foilowing report^ tugetlier with an accompanying hill (S. 202 J) : 

The committee has heard fully such statements as the representatives 
|of the Western Union, lialtiinore and Ohio, Bankers and Merchallt^', 
and Po»stal Tele^rapli Coinpanies have desired to make. It has also 
exHiiiined witnesses not connected with those coin])aiiies, and has re- 
ceived several written coniinunications. These statements and written 
cotiiinunicatitnis are herewith submitted. 

lu respect to the instrnctions ^iven by the Senate to the committee 
to inquire whether the cost ot tele;:raphic coirespoii<lence has been raised 
by the stock dividends of the Western Union Company, antl by its va- 
rtou8 consolidations with and leases of other telegrapli property, the 
couiiuittee believer* that it can best comply with them by giving a sum- 
mary history of the increase of the debts, rentals, and stock capital of 
the Wetftteru Union Company, and such information as is obtainable as 
to tbe actual value of the tangible property which it holds, either by 
direct ownership or by lease. 

At the present time its stock capital is $80,000,000, its bonded and 
other debt is $6,224,176, bearing an annual interest of $406,911, and the 
aautial reutaUi which it has assumed obligations to pay for leased lines 
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in tin's conntrv are $528,000, wbich obligations to pay rent, capitalized 
on the basis of an annual interest <)f 6 per cent., are equal to a debt of 
$8,«0(MM)0. Irs totsrt share, debt, and rental eajntal is, therefore, 
$95,024,176, and as the dividends upon the stock part of it are at the 
rati* of 7 per cent, per annum, the net profits required to be derived from 
its business, iu order to pay the annual cbarj^es upon this capital, is 
$0,594,911. 

it is also under obliprations to pay annual rentals of $700,000 for At- 
lantic cables, and of $301,000 for Cuban cables, and for the Gobi and 
Stock (-ompany, l)ein<r a total of $1,001,000, which,if capitalized at 6 per 
cent, interest, is equal to adebtof $1G,(>.S3,000. But if this leased prop- 
erty as a whole yields an income equal to the rentals paid for it, it will 
not be necessary for the Western Union Company to impose a tax upon 
the internal tele^ra])hic buKiness of the country in order to make good 
a deficiency. Ilow nnicli income it yields does not clearly appear. 

In respect to the stock capital of the Western Union Company, 
amounting to $tSO,OUO,000, nearly the whole of it. has arisen from stock 
dividends and from ]mrchases made of the lines of other companies, 
which were paid for b^' issues of stock. In 1803 its stock cajiital was 
only $3,000,000, and even of that amount, small as it seems in compari- 
son with the ])resent stock capital of $SO,000,000, it is quite certain that 
at least t i\e-sixtlig consisted of what is known in stock manipulatioua 
as water. The original line of the Western Union was from New York 
to Louisville, via Buffalo, Cleveland, and Cincinnati, and was cou- 
strncted at a cost of about $150,000. It early acquired, by purchase at 
Very low rates, the proi)erty of embarrassed Western telegrajdi compa- 
nies, owning lines from Buifalo to ^lihvaukee, and from Cleveland to 
Cincinnati, and built a line from Pittsburgh to Phihidelpliia, t)utevea 
then, its actual cash investment is afllirmed by those who have carefully 
investigated the subject not to have exceeded $300,000. 

In 1803 the stock i»roperty of $3,000.0 was doubled by a stock divi- 
dend, and during 1863 and ISOI $5,000.n00 was added to represent ex- 
tensions and ])urcliase8 of new lines i^iid for in stock. The capital be- 
ing thus swollen to $11,000,000 was in 1804 doubled by a stock divi- 
deiul and thereby made $22,000,000. 

Eijihteen hundred and sixty six was a year memorable for new con- 
solidations, the stock capital having then been increased to $41,000,000 
by the i>sue of $l9,0t)0,000 of new st(»ck. Since 1806 the stock capital 
Las been carried up to its present amount of $80,000,000, partly by the 
issue of stock f(»r theiuirchase of new lines, but maiidv by the three fol- 
lowing stock dividends: In 1870, $5,060,600; iu 188i, $15,520,500, and 
$4 320,000; total, $25,807,190. 

It is not necessary to comment upon stock dividends, the nature and 
efl'ect of which are well understood. In resjiect to the issues of stock 
for [mrchases of other lines, the prices iiaid have no relation either to 
the cost or to the earning capacity of the property. The i)urcha*-es were 
influenced, in some cases, by the desire to get rid of competition, and 
iu others, by the fact that the persons controlling the management of 
the Wt stern Union had large interests in the property i)urchased. In 
purchases i)romi)ted by the latter motive the higher the jirices which 
were paid, the greater were the gains of individuals iu the coutrol of 
the Western Uniou. 

In the case of a purchase made before 1870 of aline 1,100 miles long, 
from Bro^nville, Nebr., to Salt Lake City, which was budt for $147,000, 
and had been nearly three times paid for by a bonus from the Qovera- 
meut of $40,000 auuually lor teu years, but which the building com- 
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pnny, styling^ itself the Pacific Telpffray)li Company, had stocked at 
♦ l,000,()00, the Western Union paid S2,000,.()()0 of its own stock under 
the circumstances detailed in the following; extract from a sworn state- 
ment made March 2G, 1870, by Charles M. Stebbius, a well known tele* 
graph builder: 

This 11,000,000 of Pacific Telepjaph stock (prominent men of the WeRtern Unioii 
Telegraph Company being the Hole uwnerH) was afterwards taken into the Western 
Uiiii»n Telegniiih Company by ihsii in j? therefor $2, « '00, 000 of VVesttru Union Telejrraph 
Company's stock. After this the Wes'eni Union Telejjraphr- Company's stock was 
treliied, by which manifiijilation an original expenditure of $147^000 (and a part of 
thi&t not honestly spent) came to represent |^6|000,UuO of Western Union Telegraph 
stuck. 

In 1881 the Western Union paid $15,000,000 of its stock for the stock 
and bonds of the American Union Tele^ra]ih Company, an<I $1,080,000 
of its stock for all of tlie stock which it did not already own of the At- 
lantic and Paciflc Telegraph Company. From a comparison of the an- 
nmil rei>orts of the Western Union it appears that tbe addition to ita 
property was greater in 1881, when these purchases were made, than in 
18H2, wijten no purchases were made, by only 3,075 miles of pole, 46,171 
mileH ot wire, and 320 offices. Tins excess of ad<lition to the equipment 
ill 1881 seems to be a tolerably correct measure of the tangible propeitjr 
which the Western Union acquiretl by issuing $H»,080,000 of stork in 
1881, and if it is, the aetual cost value of the property must have been 
about $3,231,070, on the estianited cost of constructing telegraph line^ 
per mile of wire at $70, Tlie purciiases of new lines made in 1881 did 
not cause any accessions to the business of the Western Union, inas- 
mncli as the subsequent increase in the nundxT of messages was no 
greater than the normal growth without the addition of new lines. 

It is evhlent, withcmt pursuing this brancli of tln^ subject further, that 
the price which the Western Union ]>aid in its stock for competing lines 
wa.M vastl3' in excess of either the cost or earning capacity of the propi- 
erty acquired. 

It was claimed before the committee, by the president of the Western 
Union, that it had from time rotime expended, out of itscurrent earnings, 
considerable money on construct ion aecouiit; thatistosay.in ndditionsto 
itslines and equipments, over and above their maintenance This may be 
true to some extent, but cannot be true to the extent of justifying the 
enormous stock dividends which the conipany has made, nor was the 
appropriation of current income to construction account sutficient to 
prevent the payment of munificent cash dividends to the shareholders, 
whon-ceived iii that way from 1807 to 1883 (both inclusive) $31,000,000 
in a^ldition to stock dividends of $25,817,108. 

As the prices paid by the Western Union in its own stock do not 
furnish even an approximate idea of the actual cost of the lines which 
it has purchased from other companies, and as the representatives of 
the Western Union, which alone possesses the information, have given 
DO definite or detailed ac(tount of the amounts of money it has itself ex- 
pended in the construction of lines, the committee has endeavored to 
ascertain what it would now cost to reproduce lines equal in every re- 
spect to those which the Western Union has acquired in all w.iys. The 
present cost of similar lines is a near approximation to the cost of the 
existing lines. There has been a fall in the inice of wire as compared 
with the average price during the ])eriod when the existing lines were 
coimtructe^i, but this is partially offset by the rise in the price of poles. 

The president of the Western Union stated to the committee that the 
books of the company show that the miles of wire owned by it are 
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348,819, and that the miles controlled and leased are 82,909, making » 
total of 431,728. As part of the miles owned, he coante«l the lint*8 pur- 
chased of companies, incladin^ the cases of companies the separate 
organization of which is kept np for various reasons but all the bhnres 
of which, except a miunte ])ortion, are hehl by the Western Union. De- 
ducting the wires leased to newspapers, railroads, and individuals, the 
r ntnls of which do not appear iu the receipts for telegrams, and de! 
ducting also the lines which are really mere duplicates and practirallj 
useless, which formed a part of the property obtained by the Western 
Union in its multiplied acquisitions of other companies, the committee 
believes it to be a large estimate to assume that the number of miles of 
wire actually used in, and necessary to, its business of transmitting tele- 
grams is 350,000. The committee believes al60 that the average co^t at 
this time per mile of wire, including poles, construction, and the instru- 
ments ior telegraphing, would not exceed $70, which would make a total 
cost of $24,500,000 for the whole 350,0.»0 miles. But if we assume that 
every mile of wire owned by the Western Union is essential to its busi- 
ness of transmitting telegrams, viz, 431,728 miles, tde value of the prop- 
erty at $70 per mile would be $30,2.0,900. At present thei-e are in this 
country, on an average, about 3 miles of wire to 1 mile of pole line, but 
as telegraphic business increases the proportion of wires will be larger. 

Colin Fox, late an employ^ of the Western Union, testified before the 
committee, that betweeu 1868 and 187G he built fiom 600 to 800 miles 
of pole line in Michigan, on poles 25 feet long and 5 inches at the top 
end, and adapted to conveying two or three wires, but generally carry- 
ing only one, at a cost never exceeding $75 per mile. For an additi<m'al 
-wire (No. 9) the increased cost would have been $30 per mile. The lines 
were well built and are still in use. He also testitied that one sct of iu- 
Btruments in an office would cost $25, and that the distance betweea 
offices ranged between six and ten niiles. The poles he used were ob- 
tained in a lumbering country and at cheap rates. 

E. E. Chapman, who was superintendent of the construction of part of 
the lines of the Mutual Union, including all their lines west of Cleve- 
land, testified that he built himself a portion of the lines between Cleve- 
land and Chicago, and betweeu Chicago and Kansas City. On the line 
between Cleveland and Chicago the poles were strictly first class, 30 
feet long and G inches at the top end, and of a capac.ty to carry 16 
wiies, ^'o. G and No. 8, although originally constructed with only four 
wires. With the four wires the cost ol materials and construction was 
from $325 to $3o0 per mile. If eight wires had been strung the cost 
"would have been less than $G0 per mile of wire. Since that time wire 
has fallen and poles have risen in price. ]\Ir. Chapman testified that 
this line was constructed some distance from the n»ute of any railway, 
and that there was no better constructecl line in the United States, lie 
also built the line from Springfit»ld, 111., to Kansas City with 25 feet 
p les, 5 inches at the top end, with two wires, although provided with 
cross-arms for two more, at a cost of $225 per mile. With four wires 
strung the cost would have been $71 per mile of wire. 

John C. Van Duzer, formerly a superintendent and constructor of 
United States military hues, testified that he has built, siuce the civil 
war, 4,000 miles iu Texas, the Indian Territory, New Mexico, Montana, 
and Dakota. He built 1,20 i miles iu Texas iu 1874 and 1875 under the 
direction of the Chief Signal Ofidcer, all with a single (No. 9) wire. The 
cost of all materials, x)oles, wires, and iusulaters, was $50 i^er mile. The 
labor was performed by the troops, but wouhl have cost, if hired, $25 per 
mile. An additional wire would have cost $30 per mile more ; the use 
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of a l«lo. 8 wire wonld have increased the cost $4 per mile of wire. The 
poles, chiefly red cedar, 26 feet lon^ and 5 inches at the top, were, \^ith 
the exception of one car^o shipped from Norfolk, obtained in Texas, 
bat were hauled lon^ distances, in some cases 100 miles, at great ex- 
pense. He also testified that white cedar poles of the same dnnensions, 
which wouM carry four wires, can be i)urchased for 40 cents in Wiscon- 
sin and Michigan, delivered by water at either Detroit or Chicago at 70 
ceut8« and delivered at railroad stations in Illinois or Iowa at $1.25 in 
oar-load lots. 

The exact excess of the capitalization of the Western Union, beyond 
the actual cost of its lines, an<l beyon<l what it would now cost to repro- 
dm*e similar lines, cannot be determined. That it is enormous is en- 
tirely plain and undisputed. 

in reference to the inquiry whether thi^s excess of capitalization, 
arising: from stock dividends and from purchases.of other lines at in- 
flate<l prices, paid in stock, has "injuriously affected the cost" of the 
transmission of telejjrams, the committee deem it sufficient to say that 
its own conclusions correspond with the opinion of the country, that its 
effect in that direction cannot be a matter of doubt, and that it has been 
very iT'eat, even if we admit, as is claimed by the Wcvstern Union, that 
the averajre rate on the agjjre^ate business has been reduced. 

The swollen capitalization of the Western Union has created at one 
anil the same time a cover, an inducement, and in some senses a neces- 
sity for exci^ssive charires for telegrams. To the extent that the public 
have been made to believe that the nominal capital was a r« al one, it 
has tended to cause an acquiescence in excessive charges, while the ex- 
posure of the actual nature of the nominal capital does not diminish the 
])resNuie of the motives which impel the mana<rers of the company to 
k« ep up charges which are essential to the maintenance of the present 
divi«lends u)»on the immense mass of its watered stock. 

For the jmrposes of relieving the country of the burden of charges 
for telegrams which are too high, of making tliose charges more equal 
as between different localities and different classes of telegrams, and of 
guarding against the mischiefs and dangers of leaving the control of 
the telegraphic business of the country in the hands of a private com- 
pan3% which enjoys a practical monopoly, the committee has reported 
the accompanying bill (Senate, 2022). 

The constitutional right of this Government to establish a postal 
telegraph, nmler its X)Ower to establish post-offices and j)ost-roads, seems 
t4>o clear to require argument. It has always been recognized, and the 
first telegiaphic line in this country was constructed and operated and 
owned by the United States, and mSny military lines are now in opera- 
tion. In all European countries, the busiuess of telegraphingjs man- 
aged by the public authorities. The war power and the jiower to regu- 
late commerce between the States are sometimes invoked and may be 
fairly invoked, as also justifying this Government in establishing a 
postal telegraph, but the power to establish post offices and iip>t-roads 
is of itself abundantly sufficient tor the purpose. A i)ractical construc- 
tion long ago extended it to modes of communication not known when 
the Constitution was formed, such as steamboats and railroads, and 
there can be no difficulty in extending it to other modes since discov- 
ertnl, such as the telegraph and the telephone. 

To the objection to a p<»stal telegraph that it will operate injurious'y 
upon the business and profits of private telegrai)hs, there are obvious 
and sufficient answers. All persons engaged in any business, not protected 
bj the monopoly of a patent, know and act upon the knowledge that they 
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are exposed to the competition of other persona and of the pnhlic an- 
thorities. The postal money order system interferes witli the bnsiness 
of baukeis. The parcel post interferes w ith tlie bnsiness of the express 
companies. Postal savings banks, existing in many countries and often 
proposed in this country, would interfere with tlie bnsiness of |»rivate 
savings banks. It has been known lor man^' years that a ]>ostal tele- 
graph had numerous advocates, and that its establishment, in some 
form, was among ])robable events, and all persons concerned ought to 
have governed themselves accordingly, and doubtless have done so. la 
making these observations the committee does not intend to deny that 
it is the duty of the Government, in exercising its powers, to hmk at all 
the effects of every measure which is ])ropose«l, including its effects 
upon private citizens who are engaged in any lawful industry or under- 
taking. But in this case, as the committee ex])ects to be able to show, 
no <lamage is threatened to any private persons or companies, beyond 
a curtailment of extraordinary and abnormal ]»ro(its, and the curtail- 
ment is not greater in degree tlian is required to relieve the people from 
unreasonable exactions imposed by the companies themselves. 

The bill reported by the committee i)rovides in its tirst ten sections 
for inviting ])roposals from telegrajdi companies now in existence, or 
which may hereafter be torme<l, to do the work of transmitting such 
telegraphic dispatches as the Government may deliver to them, at 
prices \^hiih are not to excee<l the rates specified in the bill. Such 
post-offices as shall be designated from time to tim#* as postal telegraph 
offices are to receive <lispatches from the ]Miblic and hand them over to 
the contracting com])anies for transmission to the ])ostal telegraph 
offices in the places of their destination, from which they are to be de- 
livered to the persons to whom they are addressed. For the services 
of receiving and delivering the messages the Government is to be 
allowed three cents for each message, which is to be collected by de- 
ducting it from the rate allowed to the contracting companies. Ou this 
plan, as thus briefly sketched, the Government will deal with telegrams 
precisely as it now deals with letters, that is to say, it willcoutine itself 
to receiving and delivering them. In both cases the transmission is 
performed for the Government by contractors, letters being carried by 
railroads, steamboats, coaches, wagons, &c., and telegrams being car- 
ried over wires. In neither case does the Government have anything 
to do with the plant required to do the actual work of transmission^ 
which is left to be provide<l by the contractors. 

The maximum rates limited by the bill are, for day telegrams of not 
exceeding 20 words exclusive of the date, 20 cents for distances within 
1,000 miles, with an additiimal clTarge of 5 cents for every additional 
250 miles, or fraction thereof; but for no distance is the rate to exceed 
60 cents. For night telegrams the maximum rate ibr not exceeding 20 
words, exclusive of date, is to be 15 cents for all distances below 2,000 
miles, an i for greater distances 25 cents. In respect to both day and 
niglit telegrams an additiim of one-fifth the rate is to be made for every 
6 words, or fraction thereof in excess of 20 words. The prescribed rates 
are to cover immediate and s))ecial delivery within a mile of the tele- 
graph office, or within the letter-carrier delivery, and nnmediate trans- 
mission by mail v« tien destined for any place where there is no postal 
telegraph office, If acceptable contracts can be entered into, the con- 
tractors are to transmit all messages sent by Government officials upon 
public business at rates to be fixed by the Postnraster-General, as under 
existing laws. The Government is not in any case to assume any mo- 
nopoly of the telegraph business, but is to leave it open to everybody, 
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indadlng the companies which may contract to transmit messages de- 
livei^ed to them by the Govern men t. 

The i>lan coveied by tliose seAtions involves no outlay of money, 
present or future, not reimbursed to the Government. The only new 
office which it creates, is that of an Assistant Postmaster-General. The 
messenprer boys who will deliver tel«'^mms, and a snndl number of addi- 
tional clerks are the only new emjdoy^s whom it will call for, and that 
branch of the business involves only a small expenditu e and no political 
patrouap^e. The income received by the Government for receiving: and 
delivering telegrams will certainly psi^-, and probably over-j)ay, the fore* 
going charges, and also the erst of provi<liiig a room in each ])ostal tele- 
grH]>h lattice, as required by section 7, for the use of the emi)loy6s, instru- 
ments an<I batteries of the companies contracting to tninsmit telegrams. 
The receiving of telegrams by the postal telegraph offices, will subject 
the Govennnent to but liitle expense not now incurred. The delivery 
of telegrams will cost one cent for each telegnim, according to the evi 
deuce submitted to the committee. As the chnrge collected b^' the Gov- 
ernment for receiving nnd delivering wiil be three cents for eaeh tele- 
gram, there will be a profit of two cents on each. This would be $81 1 ,623 
annnally, if the Government hrindies 40,581,177 telegrams annually, as 
the Western Union did in I8«s:J. $811,023 per annum, will more than 
cover the rent of the romns which theGovernment is to furnish under the 
seventh section ol* the bill, and we may expect that the Government will 
Boon handle twice 40,581,177 te'egrams annually, on the basis of the ex- 
perience in Europe of the eii'ect of lowered rates to multiply the number 
of telegrams sent. 

The plan provules for the widest practicable diffusion of the proposed 
new system. All post-offices in ] daces in which telegraph offices exist 
when the bill becomes a law are made postal telegraph offices, and au- 
thority is also given to the Postmaster General to designate other post- 
offices as postal telegraph offices from time to time, as the wants of the 
public may seem to him to require. Furthermore, the new telegraphic 
service is really extended to post-offices which are not postal telegraph 
offices, by the jirovisions that messages may be sent over the wires to 
the postal telegraph office nearest to their destination, and thence for- 
warded by mail to the person addressed. The companies to whom con- 
tracts for the sending of messages may be awanled are forthwith to 
open for use such lines as they may have in operation, and must, within 
four years, construct or acquire such additional lines as will connect 
all the post-offices which are made b^^ the bill postal telegraph offices, 
atul with the further requirement that at least one-fourth of the needed 
additional lines shall be annually constructed or acquired. The plan is 
enlarged so as to include telegraphic money orders for sums not ex- 
celling $100, that being, in the opinion of the committee, as l<rgea 
limit as it was ]>rudent to fix, until we can have some actual experience 
of the working of the system. 

The contracts for the transmission of telegrams are to be made after 
a<lverii«»ing for bids, with the provision that the Postmaster-General 
''shall contract with the company or companies whose proposition 
•hall be deemed by him the most favorable for the performance of the 
telegraph service'' contemplated by the bill. The term of the contract 
hi five 3 ears, with a right on the part of the contractors to one renewal 
for another term of live years, provided they have faithfully performed 
all their duties during the first term, and subject to the further condi- 
tion that a unifoim rate, without regard to distance for sending tele* 
grauis at or below the lowest rate specified in the bill, shall be adopted. 
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All contracts are to 1>e at any and all times terminable at the option of 
Congress, and in addition tbere is expressly reserved to Congress the 
general ])Ower of altering, amending, or repealing the proposed law or 
any part ot it. In short, the fullest freedom of action is reserved to the 
Government in the fiitnre, so that it may withdraw from the system at 
any time, if it proves to be oueroas or injurious in any particular not now 
foreseen. 

The (committee was unanimous in reporfing the first ten sections of 
the bill; some of its members believing that those sections go as far as 
it is now i»rudent to go in the direction of connecting the Government 
with the telegraphic business, and others believing that those sections 
constitute an important improvement on the existing system, although 
they would have jireferred that there should now be begun and pressed 
to a full completion, as soon as ]>racticable, the plan of a complete Gov- 
ernment ownership and working of telegraph lines. 

The conchuling thirteen sections, which embody all the principles of 
the bill S. 17, introduced by Senator Edmunds, did not receive the 
unanimous su]>port of the comniitt* e. The members of it who were in 
the minority as respects thnt ]>art of the bill >^ill doubtless state the 
yiews by wliich they were controlled. It will be iniproper to antic- 
ijmte the statements they may think tit to make, but there is no inipro- 
]>iiety in saying that their principal objection to the concluding ]>art of 
the bill was understood, in a general way, to be that it was inexpedient 
to enlarge the present operation^ and patronage <jt the G«»verninentby 
throwing upon it the ownership and management of telegraph lines, 
and on that account they were not prepared to sanction provisions for 
doing that, even contingently ujjon the event that no satisfactory bids 
should be received from contractors for the transmission of telegrams 
within the rates limited by the bill. 

It is provided in these sections that if no responsible contractors shall 
ofler to carry messages over their wires within th^i rates limited in the 
bill, the Government may accei)t any otter for sale of existing lines suit- 
able for the pur])0ses intendi d, and at prices deemed to be fair and 
reasonable by the Postmaster General, it being further required that 
any proposal of that k»nd hhall first be submitted to and approved by 
Congress. The Post mast er-Ge^ieral is required to invite proiiosals lor 
the sale of telegiaph lines, at the time when he invites proposals for 
contracts to transmit telegrams, so that if no satisfactory proposalsof the 
latter kind may be received, it may be possible that he will receive pro- 
posals for the sale of lines in season to be acted upon during the lifetime 
of the pi'esent Congress. But it no jmrchase of lines is consummated by 
the approval of Congress before the 4th of March next, and if before the 
same date no contract is entered into for the transmission of telegrams, 
the bill i)rovi(les that a board consistingof the Secretary of State, the Sec- 
retary of War, and the Postmaster General shall locate four trunk lines 
of telegraph connecting Washington with the northeast rn, northwest- 
ern, western, southwestern, and southern part.s of the country, such lines 
and branches thereof to be, from time to time, exteiuled as Congress may 
hereafter appropriate money therefor. The actual construction is to be 
under the direction of the Secretary of War, and through the Corps of 
ISugineers, subject to the same general provisions of law which are ap- 
plicable to other public works under the charge of the same Secretary, 
The lines, when constructed, are to be used for sending telegrams, at the 
rates provided in the first sections of the bill, but those rates are sub- 
ject to revision by a board consisting of the Secretary of State, Secre- 
tary of the Treasury, and Postmaster-General. If it shall happen that 
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over the pontes upon wbich this bill authorizes the construction of lines^ 
there are already existing lines of a suitable character, the Secretary of 
War, with Hie approval of the President, may purchase them, if he can 
do so at prices not exceeding what it wouhl cost the Unite<l States in cash 
to construct similar lines, and at such reduction below such prices as 
on^bt to be made on account of the decay or deterioration of the lines 
iiurchased. The appropriation for the current fiscal year ending June 
3ll, 1885, to carry out the bill is two million d6llars. The clerks, electri- 
cians, and o])erators to be employed in working the lines contingently 
pro)>osei1 to be acipiii*ed or constructed by the Government, are to bo 
subjected to examination by I he Board of Civil Service Commissioners, 
and of the persons ])assing a satisfactory examinatiim the Postmaster- 
Goneral is to employ such number as the pnbli<5 service may from time to 
time require, and at rates of compensation to be flxetl by a board con- 
6i8tiuis of the Secretary of State, Secretary of War, an<l Postmaster-Gen- 
eral, And to avoid delays in the coiistrueti<m of the lines contingently 
proposed to tie constructed, the Secretary of War is authorized to olfer,^ 
"With the approval of the President, lair prices for the right of way and 
other real estate which may be needed foi the establishment of the lines 
and forsm'h machinery, appliances, devices, and materials (not including 
telegrajdi lines), whether patented or not, as may be needed for the 
convenient and successful operation of such lines. If the prices of- 
fered are not accepted, the Secretacy of War may still take the prop- 
erty, leaving to the owners tlie^riyht to establish in the Court of 
Claims, subject to appeals to the Supreme Court, what the true valuo 
of the property taken is, and the bill makes an a]>pro])riation in ad- 
vance? of so much money as may be required to satisfy the final judg- 
ments which such owners may obtain against the United States. 

In the details of the bill the committee have been govi^rned by the 
Opinion that it was neeessary, expedient, and entirely safe to leave a 
C 'nsiderable range of discretion to executive oflQeers, but no discretion 
itt given to officers below the grade of cabinet ministers, who must act 
Umler the watchful observation of the country and under a constant 
aense of the responsibility which attaches to the high places which they 
fill. 

The committee admits fully that it would be inequitable and contrary 
to an enlightened j)ublic policy to coerce the owners of ])rivate lines to 
sell them to the (lovernment, or to make contracts for the transmission 
of telegrams over their lines, at inadequate priees, by the menace that 
the Government wouhl otherwise build lines of its own. But it also 
be'ievesthat it is within the limit of the most scrupulous consideration 
of iirivate rights and interests, as well as demanded by business pru- 
dence in taking care of the public interests, to accompany the otier of 
0ach fair and even liberal terms as this bill makes to private telegraph 
companies, with an eliective declaration that if such terms are not ac- 
ct»pted the G«)vernraent will j)rovide lines of its own. To do so is not 
making use of the ample pecuniary means of the Government to op- 
press individuals, but to ]y9otect the tax-payers whose contributions 
make up the public revenue against exorbitant exactions. 

That the terms ottered to the company with whieh the Government 
may contract for the transmission of messages are liberal will be shown 
by a careful examination of the cost of sending messages, even taking 
as a basis the figures furnished by the Western Union Com)>any. 

Making do allowance for profit on the capital employed, the cost per 
telegram on the business of the Western Union, dunng the year ending 
3oue 30| 1883, was 23.325 cents, as given in an itemized statement of 
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tlie president of tliat company. To say nothing: of tbe criticismR which, 
mi^bt be made on 80ine of tbe items of tbat statement, it is sbowu in a 
letter, addressed to tbe committee by Mr. Gardner G. Hnbbard, tiiut 
tbe same business could be done under tbe bill rejiorted by tbe commit- 
tee, at a cost of 18.?)12 cents, or in round numbers 19 cents per teb^jjram. 
This^ax in^is ett'ected in various items, sucb as in printing; in tbe charge 
for tbecostofmaintaininjr consolidated companies; in rents, inasmuch as 
in most pbices tbe ]>ost-offiees will have room enough for tbe telegraph 
ofiice; an<l in tbe less number of clerks and cashiers required in thehand- 
ling, bookkeeping and numbering of messages under tbe postal system^ 
when all messages are to be pre])aid by stamps, and almost the ouly 
accounts to be kept will be those of the number of messages sent aud 
of the money received for stamps. 

Estimating tbe average cost per telegram at 19 cents, which includes 
the 3 cents allowed to the Government for receiving and delivering, and 
tbe average rate under the bill reported by the committee at 25 cents, 
tbe luotit on 40.581,177 messages (ibe number sent in 1883), will be 
•$2,434,<S70, which is an ample return upon the capital invested. But 
the number of the telegrams transmitted by tbe Western Union has 
<lonbled during the last six years, and the experience of tbe effect both 
in Euroi)e and in this country, of a reduction of rates, justifies tlie])re- 
<11ction that under the stimulus of tbe lower rates piescribed by tbe bill, 
the business will double certaiidy during tbe next three years, and not 
impiobably during the next two years. Tbat wouhl douUle tbe jirotit 
and make it $1,809,750, even if the cost p<T telegram remained thesaniei 
whereas it is certain that it will diminish as the number of telegrams be- 
comes larger. Precisely how much It will diminish cannot be accurately 
stated, but the committee believes that a diminution of Scents per tele- 
gram may be safely assumed. This would Increase the profits on 
81,102,354 telegrams $1,023,246, and make the total profits $6,492,990. 

In addition to this the company which should take the contract would 
still have the ])rofits to be derived from wires leased, from all the private 
business which it might secure at higher rates uuder special guarauty 
from private market reports, and from numerous other sources. 

In proposing in the bill, as the committee has done, that the contract 
for the transmission of telegrams may be renewed for five ,>ears, on the 
basis of a uniform rate of 20 cents for day telegrams aud 15 cents for 
night telegrams, and that the Government charge for receiving ami de- 
livering telegrams should then be reduced from three cents to two cents, 
the committee was influenced by the belief that the cost to the Gov- 
ernment of leceiving and delivering telegrams would be diminished 
one-third by the expansion of their number. A diuiinution so large is 
not to be expected on all the items of the cost of transmitting telegrams, 
but there is hardly one of the items in which there will not be some dim- 
inution. From a full consideration of the case, and after weighing all 
the testimony, the majority of the committee were therefore of the opin- 
ion that it is not an arbitrary and wrongful menace, but a well justi- 
iied precaution, for the Government to declare thatif it cannot have the 
messages of the peoide of this country transmitted at fair and liberal 
rates, it will build or acquire lines of its own. And the committee was 
unanmiously of the opinion that it was proper and expedient to accom- 
pany the olier of an option to any contracting company to renew its 
contract for an additional term of five years, with the condition that 
there should then be a unifoim rate of20 cents for day telegrams and 
15 cents for night telegrams as being no greater reduction than would 
be just, in view of the expected increase in the number of telegrams 
aud consequeut decrease iu the cost per telegram. 
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Tlic coTntnittee was conflrmed in its view as to the rates vliieb fihoold 
be fixiMlf by the fact that a responsible company came before it and 
offered to make a contract at rates fnlly as favorable to the ]>ub1ic as 
those contained in the bill. This offer will be found among the papers 
accompanying this report. 

While a majorly of the committee believe that the public interest 
would be ])romoted by the adoption in substance of the entire bill, the 
committee is unanimously of the opinion that very imp>rtantadvantges 
may be secured by the ado])tioii of the first ten sections, if it ai)pear8 
that the last thirteen sections do not commend themselves to the judg- 
ment of the Senate. 

Among the important advantages obtained by the proposed plan of 
contracting for the transmiss^ion of telegrams, the four following are cou- 
spiiMious: 

First. It largely reduces the average charges now paid by the public 
forteleijraphic services. 

Undf r the bill reported by the committee, the average will not exceed 
2i> cents jjcr telegram, aftei making allowance for the large proportional 
intTea^eol messages which will be sent overhnig distances, as a conse- 
quence of the large reduction which the bill makes in that class of mes- 
sugrs. 

The report of the Western Union for the year ending June 30, 1S«3, 
shows 4(1,581,177 messages, and receipts $I9,454,90'i, which would show 
an average charge of about 48 cents per telegram. But there are in- 
cludeil in the above $19,454,^012 of receipts, some branches of income not 
derived from telegrams transmitted over lines in this country, such as 
revenue from Atlantic and Cuban cables, rental of lines leased to pri- 
vate parties, and receipts from the Gold and Stock Telegraph Com- 
pany. In a letter addressed to Mr. (janlner U. Hubbard, on the 19th 
of iteptember last, the president of the Western Union says that these 
independent sources of revenue yield "an aggregate of $4,0l!i,tK)0 that 
is not derived from the transmission of messages over Western Unioa 
hiie>s in the United States and Canada." If this is correct, it wouhl re- 
duce the amount received from telegrams from $19,454,9(^2 to $15,442,902, 
which would be 38 cents per telegram. In his testimony before the com- 
mittee, the ]iresident of the Western Union states that the rec^ipt^ ex- 
clusively from telegrams during the last fiscal year, were $16,200,000, 
whieh would make the average charge per telegram 40 cents. Mr, 
Hubbard, as the result of his own calculations, makes it 38.9 cents. 
Taking all the evidence together, it must be very near the fact to say 
that the reduction made by the bill in the average charge per telegram 
will be from 39 cents to 25 cents immediately, and to 20 cents at theeud 
of five years. 

To the re<lnction of the average charge per telegram from 39 to 25 
cents, is to be added the other quite as important consideration, that 
under the bill the average amount of service performed, ))er telegram, 
will be much greater than it is at present. The great reductions of rates 
wbich the bill makes are on telegrams sent over long distances and oa 
tlnise senl to jilaces where the telegraphic business is small, and as a 
oouHetpience, the pro|>ortion of both those classes of telegrams will be 
Vastly increased. If, with its ])resent rates, the Western Union was 
transmitting the same proportion of telegrams lor long distances and 
to iiut-of-the way localities, as will be transmitted should the service be 
iHfrformeil under the terms of this bid, its average rate per telegi-am, 
itmtead of being 39 cents, would be much higher, aud not improbably 
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twice 39 cents. Taking the two things together, the fliminished aver- 
age charge per telegram and tlie increased service per telegram, the 
gain secured to the public by the bill takes on great proportions. 

Second. The plan inaugurated by the first ten sections of the bill 
secures, during the first five years, an abso'uteuniforinity of the char$2re 
for day telegrams, within all distances not exceeding 1,0(K) miles, and 
for night telegrams within all distances not exceeding 2,<HK> miles. The 
vaiiations from this uniformity, in res])ect to greater distances, are not 
large, and tliey are also much less than the variatiiuis in the charges 
now imposed by the telegraph com])anies. If contracts are matle with 
those companies, they will be, at their option, renewable Tor an aiMi- 
tional five years, but only upon the condition that the charges shall be 
absolutely the same for any number of miles, so that telegrams will then 
be, in that particular, u])on the same footing as letters. 

Public considerations have induced the Government in fixing the rates 
of letter postage, to overlook distance and also ctnnparative sparseness 
or density of populatimi, and the greater or less number of postal com- 
munications between different )>laces, notwithstandiiig that each one of 
these circumstances affects the actual cost of sen«liiig letters, anil that 
the two last named circumstances affect it very sensibly. 1 1 is certainly 
true that the postal intercourse in the densely populated i)arts is some- 
what overtaxed, in order to admit of some degree of uiidertaxiiig of 
the same intercourse with and between the sparsely ))opulatetl parts 
of the country. Everybody kimws that this is so, and everybo«ly is 
satisfied that it should be so. A plan of so arranging letter po.>tage as 
to favor the rural districts, to favor the less wealthy regions, and espe- 
cially to favor the newer parts of onr growing country, is heartily sup- 
ported! by those whom it does not lavor, because all believe that it is 
for the common advantage. Among the circumstances which ret^oncile 
the old States on the Atlantic to the migrations of their sons and daugh- 
ters is the knowledge that however far they may go within the natiouul 
jurisdictitm, if even to the far distant Pacific Ocean, family aiul social 
inten^ourse with them by letter can be maintained at the same cost as 
if they had migrated no farther than to the next township. The bene- 
fit is common and equal to those who go and to those who remain ; and 
now that the country has had an experience of it, nobody will make or 
support a ])ropositiou to return to the old plan of graduating letter post- 
age according to distance. 

The ])rinciple of making letter postage uniform, without regard to dis- 
tance, was only adopted within recent years — 18<»3; but froni the foun- 
dation of the Government, it has been uniform in the particidar of dis- 
reganling the difference of expense of sending and delivering letters 
between places having a large and those having a small postal business. 
That difference is much greater than the difference of expense between 
the carriage of letters over long and over short distances. If the postal 
business, as respects letters, had been left to private companies, they 
would always have charged higher rates to places which received few 
letters, for the reascm that the cost both for carriage and delivery in- 
creases in proportion as the number diminishes. We know that to- 
day the telegraph companies gra<luate their charges, iu most cases^ 
upon that principle, and considered as private companies, doing their 
business solely with a view to profit, they are justified in doing so. 
Their charges for telegrams are, relatively, very high to and from 
]daces in which business of that kind is small, while on the other hand, 
there are cases in which some companies actually charge less for tele- 
grams between great cities than the lowest rate limited iu this bill. 
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The following table exhibits the telegraph rates from Washington to 
tlie reHJdence of each of the meinberM of the Senate ami the House 
iJuniniitteeN on Post Offices and Post-Roads auder the Western Union 
aud the proposed postal telegraph systems : 

April, 1H84. 



Place of residence. 



BBXATB COMmTrXB. 



Wii«hinj;t(iii t«>— 

llfiivrr. Colo 

jrHirfiehl. low» 

P«rii«. Tfx 

Jaeknon. Tenn 

Klkton, Mil 

Dolroit. Mich 

OMhk'wh. Win 

F«*t«'i-Bburt;, Va 

Dover, D«l 

Arerage for rpsidencee of Senate Committee 

BousB coumrrBB. 

'Winona, KIm 

KnrtSiuith. Ark 

Jlemlenwin, Tex 

iDiliauMpolis, Ind 

Sp>«rta. Ga 

B'Miarille, Mo 

I¥inrbeiit4'r, HI 

Laxinuton, Tenn 

Phitadelpiiia. Pa 

^kron. Ohio 

Wat r*own, N" T 

Blue Earth Cit3% Minn 

liNDtilieHter. Ky 

G«l:ipoU>*. Ohio . 

Larnyette, lud 

Utah 

Average fur residences of Hoase Committee. 



Western IJuion. 



Day. 



lOtoords, €»- 
dfutive of 

and signa- 
ture. 

$1 00 
75 



1 
1 



00 
00 
25 
50 
75 
25 
25 



64 



$0 75 
76 

1 ou 

50 
60 
75 
60 
5U 
15 
60 
85 

1 00 
60 
60 
50 

1 00 



62 



Night. 



10 words, ex- 

^ttsive of 
date.atldress, 
and signa- 
ture. 

$0 75 
60 
75 
75 
20 
35 
60 
25 
20 



47 



$0 50 
50 
66 
35 
40 
60 
40 
36 
16 
35 
25 
66 
85 
35 
85 
66 



42 



Postal telegraph as pro- 
posed in the bill. 



Day. 



20 words, in- 
cluding 
address and 
signature. 

•0 40 
26 
30 
20 
20 
20 
2U 
20 
20 



24 



$0 20 
26 
30 
20 
20 
25 
20 
20 
20 
20 
20 
20 
20 
20 
20 
50 



23 



Night 



ftOvfords, in» 

eluding 

address and 

signature, 

$0 15 
1ft 
15 
15 
15 
15 
15 
15 
15 



15 



$0 15 
15 
15 
15 
15 
15 
15 
15 
15 
15 
15 
15 
15 
15 
15 
25 



16 



All the public reasons which justify and require and have secured 
tbe adoption of a uniform rate of letter postage, without regard either 
to distances or to the varying auicmnt of postal business between dif- 
ferent phices, apply with full and undiminished force to telegrams. 
We nmy l»e sure that the country will regard it as a great merit in the 
pending bill that it secures, at the end of tive years, uniform charges 
for telegrams, wherever sent, and, in tht^ meau time, keeps the varia- 
tions from unitormity within narrow limits. 

The evulence submitted to the committee shows the effect of the high 
aad nnequal telegraphic charges in this country in reducing the pro- 
|Mirtion of family and social telegrams to a mere nominal tigure in com- 
parison with the proportion of such telegrams in Europe, wliire the 
nites are lower and more uniform. Of the proportion of telegraphic 
metiHages sent by the Western Union relating to family and social mat- 
tens the president of that company stated to the committee (January 
31) that ^^ he did not think it was more than 5 or 6 per cent, of the tchole/* 
and he added that ^^ about 80 per cent of our busitiess is strictly eommer- 
eialf and does not care so much about rates as it docs aJnfut quick workJ^ 
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lie also stated in liis testimony that not more than 500,000 persons, 
or less than 1 percent, of the people of the United States, ever use tho 
tele^rsiph. About 12 ])er cent, of the raessajjes sent by that company 
consist of press dispatches. In contrast with this condition of the busi- 
ness of the Western Uni<m, the classification of the telegrams sent in 
Belgium in 1880 shows that tlie private disi>atche8 upon family and so- 
cial matters amounted to 55.10 per cent, of the whole, and in Switzer- 
land to Gl per cent. Iii 1881 the proportions were substantially the 
same. 

With low and uniform rates, we shall hear no more of the use of the 
telegraph bein;? enjoyed by only 1 per cent, of our ])opulation« The pro- 
portion of family and social tele^jrams, instead of beiu«j^ 5 or G per cent, 
of the whole, as it is now, will exceed the 5 > per cent, shown in Bel- 
gium, and the Gl per cent, in Switzerland, inasmuch as neitlier there, 
nor in any country in the worhl, is the number relatively so great as it 
is in this country of persons who have something to «peud beyond 
obtaining the t)are necessities of life. And moreover there is no country 
iu which families are separated by such long distances. By what gauge 
or standard shall we undertake to measure the benefit of cheai> teleg- 
raphy in keeping alive and warm the relations of blood an<l friend* 
ship, and in relieving the anxieties of families, by bringing within the 
reach of the many that promi)t intelligence as to the health and move- 
ments of their far- removed members which is now the luxury of the 
few! 

Third. The plan provided in this bill secures from the commencement 
of its operation a uniformity of charges irrespective of distance and also 
irrespective of the amount of business in ditter«nt places, for telegrams to 
newspapers and to cotnmercial news associations; that is to say, for all 
telegrams which convey the current news for publication by the ])ress 
and intelligence to the ]>ublic of the <laily and hourly changes iu the 
foreign and domestic markets. This uniformity does not now exist, and 
never will exist under the exclusive control by private companies of the 
business of telegrapliing. It is a weighty reconunendation of this bill 
that it secures it. The i>rocurement of the intelligence whicli the news- 
])a|)ers ought to give and do give to the country will thus be made as 
cheap in one place as in another, saving only tlirt unavoidable inequal- 
ity which arises from the fact that the number of newspai)ers which may 
combine to i)nrchase the intelligence is greater in some places than in 
others. So, too, telegraphic advices to commercial news associations of 
theconrseof the markets, so im]>ortantto be known bya I classes, by pro- 
ducers, by manufacturers, merchants, bankers* and indeed everyb dy who 
is obliged to sell or to buy anything, will be subject to the same charges 
in all places, near and remot*^ and great or small, provided oidy rhat 
they are large enough to maintain such an association. In these ways 
telegraphic communication of intelligence of a public nature and for the 
general information ot the peojde will be made equally facile anil of 
egual cost in every jiart of this broad country from ocean to ocean. 
That it will be made so will be one of the beneficial results of making 
telegraphy a nutter of ])ublic administration, looking to public ob- 
jects and controlled by public considerations, instead of leaving it ex- 
clusively in the hands of private companies which are necessarily gov- 
erned Solely by their own interests. 

Fourth. The bill, while it may not wholly remove, does t^ an impor- 
tant degree lessen the danger that the purveying and preparatiou of 
the intelligence sent to newspapers and to commercial news a^^socia- 
tious will be subjected to a concealed censorship, whereby it may be 
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colored and distorted so as to subserve politicjJil purposes, t^ mislead 
public opinion as to tbe merits or demerits of men and measures, ta 
pervert legislation, and to favor schemes of private {jain. 

Under the present telegraphic system the possibility of such a species 
of censorship, which is one of the most alarming tlangers which menace 
tbe country, arises in two distinct ways, eiicli of which requires a sep- 
arate consideration. The first is the power which the tele^rajjh com- 
panies themselves have of manipulating news for sinister purposes, and 
tbe second is the same power possessed by the Associated i^ress and 
other similar associations, not themselves owning telegraph lines, but 
making special compacts for the transmission of telegrams ov^er line» 
owne<l and managed by others. It will app«^ar that the power of the 
telegraph company in this respect will be entirely taken aWay by the 
pending bill, and that the power of the Associated Press and similar 
associations will be greatly reduced. 

The president of the Western Union furnished to the committee cop- 
ies of two contracts of that company, one an old contract dated January 
11, 1807, with the Western Associated Press, ainj the other a later C(ni- 
tract dated December 22, lcS82, with both the N^nv York AssOi^iated 
Prens and the Western Associated Press. It is the general effect, sum- 
jnarily stateil, of these contracts to divide the furnishing of news into 
two divisions. The one set apart to the Press Association is described 
as follows : 

The bnniness of cnllectiDg and sellins; to newspapers, for pablication, commercial 
iiew8, aud other reports of a general character. 

The other, set apart for the Western Union, is described as follows : 

Th<^ business of reporting, snpplyin^;, and seUin^ financial and cnmmnrcial news, 
market and other reports, iiiid quotationsof a mi.scidhiiieoii.s (sharacter. to imUvidiiatSy 
clnb*s boardH of tradn, exchan;;«)8, aud other <>rga>ii/.au(>ns, for their own use aud the 
Qjie of their members, but not for uewspaper publicatiou. 

Those contracts entitle the Western Union to buy news collented by 
press associations, but to be used, not for publication, but only for such 
saW ofnews as the Western Union has the right, under the arnin^re- 
jiient, to make. And, on the other hand, the contracts entitle the As- 
sociated Press to buy news collected by the Western UnioU, lo be used, 
nut for resale, but only for ])ublication in the newspapers. 

The 8ul«isting contract, which is that of December 22, 1882, is for 
ten years, unles^s it is soouer terminated by either p^trty, by giving six 
BKinths' notice. » 

The situation gires to the Western Union a practical monopoly con- 
trol of commercial and tinancial news. It collects daily and hourly the 
mnrket untl commercial news to be distributed in every town in this 
country, and with thepoirer of changing the <*omplexion of it, whether 
It exercises thut power or not. It admits no partnership in the business 
of furnishing commercial ami flu incial news to individuals or associa- 
tions of individuals, it is true that the Press Associations may supply 
that class of news to the ]>ress, but they receive a good deal of it from 
the Western Union, and, of course, only after such censorship as that 
company may see lit to exercise over it. 

Tiie relaticms between the Western Union and the Associated Press 
restrain them from interfering with each other's interests und purposes, 
aud make them practically, as against the general ])ublic, a single cor- 
poration. This is particularly the cas«' so far as it relates to the market 
news. Having noihiug to fear from the competition of the Associated 
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Press in «ellin«f financial and commercial news, the Western Union can 
put down iiidividnril competition in innumerable ways. As an illus- 
tration, take tlie lbiIowiu<^ case from tlie testimony of Gardiner G. liub- 
bard: 

A few years ago a man in Cincinnati had a little news bnrean. His correspondent 
in New York coUected tlie news of the market every mornin^;, f(»rwurde<l it throui^k 
the Western Union office, and it Wris sent over the throii;;h line. The Wecitera 
Union afterward tuouopolize<l that buniuess, an they moiinpolizH everythin;i^ they can 
put their hands on. Asked him to sell out. Ke said, '*No, I am niiiking a very good 
thing of this busineHS, and I prefer to keep it." Tlie Western Union Htop{H^d sendini^ 
his messages on the through line, and trannmitted them on a way line. There was 
no pritirity fur their nicSHagfs. Oli, no; they only sent them on the through Hue. 
Those that went by the way line were longer iu gt^ttmg through, and wtif.u received 
the customers of the Western Union had received the prices and acted on them. No 
priority, only the man was ruiued. Ke was obliged to give up his business to the 
Western Union, and they now monopolize it. 

For the purpose of giving fabulous fortune^* to its inside managers and 
their frieuils, the Western U nion need not send untrue market quotations. 
It has only to give the true quotations a single hour, or less than that, in 
advHnce to those whom it means to favor, and tiie work is effectually 
accomplished. 

No such power should be allowed to exist in this country, even if no 
past abust'S of it can be shown to have occnrred, or even if it be be- 
lieved that, in tact, it has not been abused. The temptation, to abuse 
it is enormous, and will soontT or later prove to be irresistible. The 
bill will effectually take the power away from the VVe8tern Union, or 
any other private telegraph company, by the low rati s and equality 
which it secures to everybody, and by the still lower ratios which it se- 
cures to commercial news associations. Oom]ietition iu I urni.shing com- 
mercial Hiid financial news to all points and places is not to be expected 
nuder this bill, but it will be suHicient if it insures, as it is certain to 
do, competition in furnishing such news to the more important places, 
whereby ihe field for profitably tampering with public intelligence will 
be so narrowed that the temptation will no longer constitute a sensible 
danger. 

In respect to the Associated Press, William Henry Smith, the gen- 
eral manager, described the working of it in his testimony (March 7) 
before the committee. 

The Eastern news is collected by its local Jigents at various points 
and sent to a central oflieer in the rity of New York, by whom, after be- 
ing subjected to a process which is described as ''editing," itis^^entout 
to the newspapers whirh belong to the association. This "editing'' 
consists of selecting such parts as the central ottlcer thinks pn»per to 
8en<l out, and in modifying the language, and in making the selection, 
he sends more matter to some sections and places than to <»thers. All 
the Eastern news goes first to the central otlice in New York, except 
that portion of it which is sent directly from this city of Washington to 
the West and South, and to Baltimore and Philadelphia; ami there is a 
central ofdcer here who determines absolutely what shall be sent and 
what shall not be sent. It may be assumed, and is doubtless true, that 
the persons selected to do this species of editing will be those best lirted 
to do it skillfully and judiciously, but it must also be assumed thnt they 
will be iu almost all cases persons who can be influenced, and especially 
by those to whom they are indebted for their appointment aiul for cou- 
tinue«l retention in their places, to edit the news so as to give it a par- 
ticular coloring and to serve particular purposes. Of the nature and 
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danger of saeh a x>ower, the following description was given in the tes- 
timony of Gardiner O. Habbard: 

The man who roles the Associated Press has an instrament for shaping the opinions 
of the millions wbichf by the constancy, aniversality, and rapidity of its action, 
defies competition. The events which take place in all business, political, and relig- 
ioQ« centers, together with the actions of pnblic men and their impnted motives, are 
all presented simultaneously to the public, from ocean to ocean, through this instru- 
Tuentality. The agents who collect the news respond to the central autnority at New 
York, and are subject to removal at it«i pleasure. Here is a power greater than any 
ever wielded by the French Directory, because, in an era when public opinion is om- 
nipotent, it can give, withhold, or color the information which shapes that opinion. 
It may impart an irresistible power to the caprice of an individual, and the reputa- 
tion of the ablest and purest public man may be fatally tainted in every town and 
village on the oontintot by a midnight dispatch. It is incompatible with pnblic 
safety that snch an exclusive power to speak to the whole public in the same mo- 
ment, upon every subject, and thuis to create public opinion, should be under the 
abaolnte control of a corporation. 

The general manager, William Henry Smith, seemed to claim that the 
fact that no opposition news association was formed for twenty-ftve 
years to compete with the Associated Press, is proof that its manage- 
ment had been unobjectionable. On the contrary, it may appear to 
others to be one of the proo& that the Associated Press is so strongly 
intrenched in the intimacy of its relations with the Western Union, that 
"Bompetition with it has been made well nigh imi>ossible. 

It may be said that if nnder the operation of this bill several asso- 
ciations shall be formed to collect and distribnte news, they will neces- 
sarily have their news concentrated at central points before it is distrib- 
uted, and that the same danger of a censorship at such central points 
will exist as now exist in the case of the Associated Press. But the 
temptation to exercise a censorship will be taken away, because there 
will be little or no advantage to anybody in manipulating the news sent 
oat by one association, when other and independent associations are at 
the same time sending out the news nnmanipulated. It is only the fact 
of a monopolized news distribution which makes a news censorship pos- 
sible. This bill is for the press a proclamation of emancipation, and it 
will not be really a fi-ee press until it, or something like it, is enacted into a 
law. To-day no new paper can be placed on the list of recipients of As- 
sociated Press dispatches without the consent of all the papers in the 
same town already on the list, and all i>apers receiving the news by con- 
tract with the association are liable to be stricken from the list at the 
pleasure of the central management. The telegraphic news is the breath 
of life of the dafly press, and to receive such news practically at the 
will of one company is an intolerable condition, degrading to the news- 
papers and alarming to the country. This bill will put an end to it by 
the impartial and low rates which it fixes for telegraphing, and by the 
competition in the fhmishing of news which it renders possible and en- 
coonges. And to whatever extent it may be shown by experience not 
to reach and remedy the whole of the present evils, Congress will always 
hare the power to supply what is proved to be lacking by amendatory 
l^slation. 

SninmariKing what has thus far been said, it has been shown that the 
UD secures the advantages of cheapening very largely the charges for 
telegraphing ; of making those charges and the charges for the trans- 
mtasion of public intelligence for the press and for commercial news 
associations uniform ; and of removing or greatly diminLshing the dan- 
ger that the selection of the public intelligence to be telegraphed will 
be controlled by large and centralized corporations, by whose managers 
It may be coloied for political, personal, and selfish objects. The ad- ^ 
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vantages thus enumerated are each of them of the first importance, and 
they constitute together a weighty aggregation of reasons for the enact- 
ment into law of at least the first ten sections of the bill. While no 
reason of a public nature for opposing the adoption of these ten sections 
suggested itself to any member of the Post-Office Committee, they are 
and will be resisted by telegraph companies which are now profiting by 
higher rates for telegraphic business than the bill provides. Such com- 
paniesmust either offer to become contractors under the lower rates of the 
bill, or take the risk that other companies, now existing or hereafter to 
be formed, will become such contractors. If the thirteen concluding 
sections of the bill shall recommend themselves to the approval of Con- 
gress, and if no company will contract to convey messages of the pub- 
lic delivered to it by the Government at the rates limited in this bill, 
the existing companies will be subjected to the competition of lines con- 
structed or acquired by the Government. 

It is not to be expected that any company, which is now reaping a 
monopoly harvest from the present situation of things, will favor the 
pending bill, or will fail to exert itself to defeat it. Men easily per- 
suade themselves that they have an equitable right to the perpetual 
enjoyment of the advantages which they possess, and that every depri- 
vation or impairment of such advantages is an act of injustice. It is the 
duty of legislators to weigh in a just balance the interests of the public 
and the interests of private companies and individuals. 

The Committee on Post-Ofiices and Post-Eoads has endeavored to 
discharge that duty with care and fairness, and it has arrived unani- 
mously at the conclusion that the time has come for reducing the pres- 
ent rates of telegraphing and making them uniform, and that to the 
extent of the plan contained in the first ten sections of the bill, this may 
be done without injustice to existing companies, and especially without 
injustice to the principal existing company, which is known to have 
enjoyed, over a long period of time, an income enormously dispropor- 
tioned to any investment of capital which it has made. 
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United States Senate Committee 
ON Post-Ofpioes and Post-Eoads, 

Jcmuary 17, 1884. 
The Committee having under consideration the bills — 
S. No. 17 (by Mr. Edmunds). To provide for the establishment of a 
postal telegraphic system ; 

S. 227 (by Mr. Hill). To establish a system of postal telegraphs in the 
United States; 

S. 1016 (by Mr. Dawes). To provide for the transmission of corre- 
spondence by telegraph; 

And other x>etitions, memorials, atid resolations on the subject of 
postal telegraph. 

Hon. Geobge E. Edmunds, United States Senator from the State of 
Vermont, appeared before the Oommittee by request and made the fol- 
lowing statement: 

I shall only occupy a very few minutes of your time, and probably it 
is quite unnecessary, but I feel so much interest in this general question 
that I do not wish to leave anything that I can say or do on the subject 
unsaid or undone. The study that I have given to the matter for one 
or two years has led me to two or three general conclusions, and those 
only I shall state to you, and not go into any matters of deteil or esti- 
mate. 

The first is, I am perfectly satisfied that Congress has the constitu- 
tional power to do what is proposed, and in any of the forms tiiat are 
proposed under several constitutional heads — commerce, war, post- 
office, and I might add finance— on the same principle that the Supreme 
Court held that the old national-bank law was constitutional, although 
an that the Constitution said was that Congress might borrow money, 
might have a Treasury Department, and might levy taxes, and there- 
fore presumably Coligress must have the power to provide tne means to 
carry on the fiscal operations of the Government. If a bank was 
thought by Congress to be wise for that purpose, it was constitutionaL 
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So that I think the constitutional question is beyond the range of fair 
dispute, and I do not wish to take any of your time upon that points 

The next question is one of public policy : Is it expedient for the inter- 
ests of the people f On that point I only have to say that this Govern- 
ment — ^national and Statecombined — was, as the Constitution says,insti- 
tuted to promote the general welfare ; and the specific objects that are 
named in the Constitution, and the particular one of promoting its 
general welfare, point out clearly that Congress, within the scope of 
the powers that are given to it, may do whatever appears to be for the 
general welfare. Among that class of objects is the dissemination of 
intelligence, the fi*eest and most convenient means of intercommunica- 
tion between citizens of the Republic and of every part of it. It wa« 
on that principle that the Post-Olfice Department was provided to l>e 
established. It was on that principle that Congress was given power, 
rather than the several States, to regulate commerce among the several 
States. It was on that principle that Congress was given power to coin 
money and regulate the value thereof. I need not go on enumerating- 
things we all understand so well. Whatever is within the scope of the 
objects that were given to the control of Congress, either independently 
of the States or concurrently witti them, all look, of course, to its gen- 
eral welfare, which the preamble of the Constitution refers to — promot- 
ing the happiness, the prosperity, and the intelligence of the people. 

I, of course,, need not spend a moment of time to convince you that 
the telegraph in this age of the world is perhaps more essential to the 
safety of the country in time of war or in time of peace, so far as it 
respects its military establishment,* to the welfare of the country, as it 
respects Congress; to its happiness, as it respects instantaneous inter- 
communication between citizens, relatives, and friends in distant parts 
of the country on subjects of domestic solicitude, like sickness and 
death, and every species of family intelligence. All that is too clear to 
be more thai stated. So that the policy of i)roviding within the Con- 
stitution and according to it for this means of communication would 
seem to me to be perfectly established. 

The people who are engaged in telegraphic operations, just as the 
people who have been engaged in express and transportation opera- 
tions, feel a natural solicitude, of course, that their business should not 
be competed with by the exertion of any function on the part of the 
United States. They argue to me that it is unjust to them that Con 
gress should enter the field of what they call competition with private 
business. But if I am right in what I have said resi)ecting the inherent 
constitutional power of Congress, and the inherent public policy of doing 
this thing for the reasons that I have stated, then the argument of these 
gentlemen engaged in that sort of business falls to the ground, because 
they have known the Constitution of the Government and the public 
objects that it was bound to promote all the time, aad that whenever 
Congress saw fit to enlarge the postal establishment in order to facili- 
tate its war and commercial and financial operations, to exert the powers 
that belong to it by the Constitution, it must necessarily do so without 
regard to the extent to which it would affect private interests in doing 
the same things that Congress finally thinks it best to do itself, and 
for the advantage of its own people. For instance, it might have hap- 
pened — and I am surprised, when I look back at the history of the 
country, that it did not — ^that for the first twenty-five years of the ex- 
istence of the Government all post-office operations were carried on by 
private hands. I do not remember how late down in the progress of 
affairs it was before Congress passed the act prohibiting the transporta- 
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tioii of letters by private hands and compelling their transportatioti by 
mail, but in the condition of the country at that time it would have 
been perfectly natural that the transportation of such intelligence as 
could be transported at that time in that way alone, by letters and 
printed papers, should be carried on in many sections of the country at 
private cost and as a private enterprise. Yet, I suppose that nobody 
would contend that had it been. so Congress would not have had the 
power to take the matter into its own hands whenever it considered it 
wise to do so under the conditions of the country, and nobody would 
have had any moral — and of course he would have had no legal — aground 
Qi^mplaint that Congress had set up a post-office establishment. So 
thWt it does not appear to me that there is any just ground for this 
corporation — ^I will say corporation because it comes to that; there is 
only one in the country amounting to anything, and, like Aaron's rod, 
it swallows up all the other rods that appear on the surface of the 
country — I say it does not appear to me that there is any just ground 
for this corporation to complain that Congress is doing something that 
iR iigurious to its private interests, not the slightest; but if it did, it is 
the natural consequence of carrying on the Government. It is within 
the exercise of its just and intrinsic powers, and, of course, if we have 
not those intrinsic powers that is the end of it. In exerting these in- 
trinsic powers, if particular interests are, for the time being, injured, 
no one has any right to complain. ' ^ 

Then 2 in addition to that, it may be said that my proposition is not 
to prohibit the transmission of telegraphic intelligence by any private 
person or any corporation ; not to subject telegraph companies to the 
same rule that is enforced against the transportation of letters by pri- 
vate hands in the old and in the present law, I believe, but to leave 
tbem as they are established in the business, to go on and compete, and 
carry on their operations exactly as they did before. But, putting it 
in the narrowest business point of view, the United States stand in no 
different attitude to them than would any other private cdrporation 
that might be incorporated to-morrow to set up a telegraph line any- 
where or everywhere over the country. And, of course, the Western ) 
Union Telegraph Company would never think of complaining of any' 
boily of capitalists who should to-morrow procure an act of incorpora- 
tion (as they can under the laws of mnny of the States, without even 
going to the legislatnre, under general laws which provide for the 
formation of coi-porations), and build lines and carry on the telegraph 
business, as has been done over and over again. And those usually 
the Western Union Company has bought out, or treated with, or pooled, 
or something of that kind, but it has never complained that these new 
companies were interfering with its rights. And clearly it could not 
do so. So that, even in the narrowest point of view, the United States 
certainly cannot be said to stand in any worse light, with respect to 
engaging in this enterprise, than private persons would. The only 
difference would be that, whereas the private company may be 
"aqaeezed" by cutting rates, may be "frozen out,'' or bought up, or 
fiooled with so as to create an actual monoply, by which not only the 
prices of intelligence, but what kind of intelligence, shall go, and 
when it shall go, and under whose control, is made subject to one domi- 
nation — the only difference would be that whereas they can treat and 
deal with rival companies, they cannot treat and pool with and cut 
rates and run Congress out, and that is just where the rub really is, I 
itTjppose. It seems to me^ for the best interests of the country, that 
any appliance with which its welfare is so intimately connected as is 
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the instantaDeoas transmission of intelligence, shoald be subject to no 
censorship, to no corporate will, to no question of how it is going to 
affect stocks or the standing of corporations or of persons, but it should 
be free to all men as the post-office is, and, like the post-office^ subject 
to no espionage. It is essential, I believe, at this time, to the interests 
of the United States, and growing more and more so in connection 
with great social questions and the aggregations of vast sums of money 
under corporate power, that this governmental business should be 
taken in hand by the Government on the constitutional principle 
stated — should be undertaken independently, and subject to no con- 
tracts or arrangements with parties. ^ 

Then it appears to me that the wise and prudent way to accomjlkli 
it would be to avail ourselves of whatever force of people in the pay of 
the United States we are possessed of We have a Corps of Engineers 
in the Army who are engaged in doing engineering and practical build- 
ing work of varions kinds in connection with rivers, harbors, forts, and. 
arsenals, levees, dikes, canals, locks, and the like, who are now employed 
at the expense of the United States, holding life places, and with ample 
material in the way of skill, learning, honor, probity, intelligence, every- 
thing that goes to make up a good administrative system of doing some- 
thing on the face of the earth. If we were to provide for putting the 
construction of these lines into the hands of the Engineer Corps we 
should thereby make a great saving in i)oint of economy in the expend- 
iture of money, and at the same time have no jobbery in the way of 
contracts, have no peculation of funds, for I am bound to say for the 
engineers that, through the whole history of the Government, the percent- 
age of money lost to the United States in the disbursement of public 
moneys at the hands of the Engineer Corps of the War Department 
has been smaller than in any other branch of the public service, and I 
beUeve smaller, although I do not speak by the book as to that, than in 
any branch of any public service of any country in the world. It al- 
most never happens that any of these gentlemen who are in the Corps 
of Engineers, charged with the disbursement of public funds, default 
one cent. 

Mr. Maxet. That is so ; and in the case of Paymaster Gratiot, taken 
to the Supreme Cofirt, the question was only as to his commissions. 
There was no defalcation. * 

Mr. Edmunds. So that my plan would be as one most suited under 
all circumstances, as I have suggested in the bill that I had the honor 
to introduce, and which is before you, to have a Board composed of 
three heads of departments to establish four leading lines, trunk lines, 
just as if ^ere was not a telegraph in the world at this time, and to 
have the actual building carried on by the Corps of Engineers. We 
begin just as we did the post-office in old times, to construct north and 
south, east and .west, some great arms or trunks, from which branches 
may go from time to time as money shall be appropriated and as there 
shall be use for the same. 

Then I have thought it necessary (as I think you will all agree, if you 
think it desirable to do anything) to provide, in as careful a manner as 
I could, for Qxe right to buUd these hues, that wherever there is private 
property that has to be taken (for instance, running poles over a man's 
land, or through the streets of a city), if they will not grant the right — 
as of course all cities will in some way, there is no difficulty about that 
— I have thought it necessary to provide for coercive measures, just as a 
State would do if lands were to be taken for a highway or a railroad, to 
take what cannot be bought, under the force and form of law, so as not 
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to nave any blockade or injunctions on the part of anybody who may 
be disposed to resist the carrying ont of this system as an actual facL 
So I have endeavored to provide in the ordinary way for the purchase 
of rights of way and of material, subject to the approval of the Pres- 
ident, so that the matter would be under a check as respects the paying 
of extravagant prices, and so forth. 

Then if the party whose property is taken thinks he has q* claim beyond 
what would be allowed to him, he has the right to sue the United States 
in the Court of Claims, in the ordinary way, by petition, setting forth 
his claims. That court will decide the matter, subject to appeal to the 
Supreme Court of the United States. Then I provide that no refusal 
Or omission of the claimant to take his compensation, either for land 
damages or telegraphic instruments, patent rights, anything that is 
necessary in the proper working of the telegraph business, shall delay 
the progress of the work, but the clamiant may* go to the Court of Claims, 
get his damage allowed and get his money, That, I am sure, relieves 
na of all constitutional difficulty.* 

All the courts have held that if you provide a tribunal in which the 
claimant may get what he claims, if he will not take what has been 
offered him — ^if the means are provided for paying him when the tribunal 
decides the case, then you may go on with the work without waiting 
for lawsuits to be decided. If it were otherwise, it would take an in^ 
definite and almost interminable time to decide the question. All that, 
however, !s merely technical and instrumental, so that if we go into the 
thing at all we may not be balked by blockades of injunctions. 

l!he Chaibhan. In every case the amount of damage done by taking 
property would be a question of fact, I suppose? 

Mr. Edmunds. Yes. 

The Chairman. Is it a fair way to determine that, to send claimants 
to the Court of Claims in Washington t 

Mr. Edmunds. Yes. 

The Chairman. Suppose the claimant happens to reside in Colorado, 
and he claims damage to a certain extent, how will that be determined 
by the Court of Claims here? 

Mr. EDMUxms. If the Secretary of War, with the approval of the 
President of the United States, offers him a less sum than he thinks he 
onght to have, then he is not bound to take it, but iie may apply to the 
Court of Claims, who shall hear the case. The evidence in such a case 
would all be in writing, and I am sure that the difference in expense 
between such a hearing in the Court of Claims here and a hearing by 
the district court of the United States for the district of Colorado would 
be absolutely nt7, and I thought it would be more convenient and sys- 
tematic if the whole matter were aggregated in one tribunal that is fsii — 
as we aU agree that is — ^than to have the cases tried in local tribunals. 

The Chairman. In such cases would not a man be entitled to a trial 
by jury? 

Mr. Edmunds. Oh, no. This class of cases are not those at common 
law, where the Constitution requires trial by jury. It is a question of 
pablic and political policy and concern, and it is perfectly legal if the 
sovereign power provides a tribunal in the nature of a judicial tribu- 
nal (they generally provide commissioners, as you know, a tribunal 
that is fair and impartial), where the parties can have an opportunity to 
be beard. So that the constitutionality of providing for the Court of 
Claims in such cases, or for the district judge or circuit judge, as a 
ooort without the intervention of a jury, is clear, I think. 
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Mr. Wilson. We had adifBculty of that kind in the Book Island 
case, away back in the sixties^ The owners of parts of the island were 
asking exorbitant prices, and we passed an act providing that the ma- 
chinery of the two States .of Illinois and Iowa might be availed of in 
order to effect the combination and determine the prices. That was 
through commissioners primarily, with the right of appeal to the court 
by either party in case either should not be satisfied with the finding of 
the commission. 

Mr. Edmunds. The rub will come at the starting of these lines. After 
the thing is' once started we shall not have the least difiliculty. Suppose 
we start four trunk lines, making five thousand or ten thousand miles ; 
the only difllculty you will experience — I do not pretend to be much of 
a prophet, but I am glad this is taken down — will be from resistance 
brought by somebody at the instigation of the corporation that now has 
control of the telegraph business. It will be their fight, and not the 
fight of the particular men that own the land, or the particular ma- 
chinery necessary in operating the telegraph business. We lawyers 
know i)erfectly well how all that is. 

Mr. Maxey. We have in our State a law authorizing the appointment 
of arbitrators, who may select an umpire, and they determine the 
amount of damages. Suppose that somebody in interest wants to get 
out an injunction. In such a case the corporation may deposit that 
much money in the court, and the road may go on. If the party get>s 
more damages finally than the amount deposited, the corporation is 
bound to pay it. If that much or less, then the party pays the costs of 
his injunction. Is there any provision in your bill to meet a case like 
that t 

Mr. Edmunds. Yes, except as to the costs. The provision I make is 
based upon the law of most or all the Kew England States relative to 
common roads and railroads. It is this: If anybody claims damages, 
the Secretary of War, with the approval of the President, is to offer 
these gentlemen what he considers just compensation for carrying the 
poles, for illustration, a mile across their lands. If they take it, of 
course that ends the matter. But if they refuse it, then they are au- 
thorized to file their petitions in the court of claims and have the matter 
adjudicated there. The bill also provides, jast as -Congress has pro- 
vided for all judgments of the Court of Claims, that the money neces- 
sary to pay judgments of the Court of Claims — ^with the right of appeal 
to the Supreme Court of the United States, so as to guard against ac- 
cidents and errors, of course — ^is appropriated. Then my bill provides 
ftirther, that no refusal or omission — the word "omission" has been left 
out by a clerical mistake ; I have marked it in in my copy — ^to take the 
sum that is offered to him shall impede, or delay, or hinder the progress 
of the work, because, under the constitutional provision of giving him 
just compensation through an impartial tribunal, he is entitled to the 
money the moment the question is settled. 

The Gbairman. This appeal to the Supreme Court is open to either 
party! 

Mr. Edmunds. Yes; to either party. 

The Chaibman. But there would never be anything to appeal from 
except questions of fact, would there! 

Mr. Edmunds. Yes; there might be. It very often happens in the 
adjudication of questions of damage that the principal question is 
whether the claimant has any legal right, or what is the nature of his 
right, to the property in respect of which he claims, or whether what is 
done to him is in point of law a damage; as, for instance, by the ordi- 
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Bary laws every laodowner adjoining a public way is supposed to own 
tlie soil to the middle of that way, and if he owns on both sides, then he 
is supposed to own the fee to the whole road, and the public only have 
the right of passage. The question of law has often arisen as to whether 
the mere act of going over a road with a new species of conveyance is 
such an infringement of the rights of property as to entitle the owner 
of the land to more pay than for the original purchase. All these ques- 
tious depend on circumstances, so that it would be really like appeals 
in equity to the Supreme Court of the United States, depending upon 
the particular phase of the question, as to whether it was law or fact, or 
what sort of error had been committed in the Coart of Claims. 

The Chairman. There is one objection to taking an appeal to the 
Supreme Court of the United States — that it would take a very long 
time to get a decision, and the claimant would consequently have to 
wait a long time. 

Mr. Wilson. There would be a tender made at the beginning. 

Mr. Edmunds. Por one, I should be quite wiUing, for an object like 
tbat, to vote to provide that all appeals of this character should take 
precedence in the Supreme Court, so that they could be carried through 
very fast. 

The Chairman. I do not know that we will ever have to take any 
private property. In towns and in the country the lines would pass 
over highways, and I doubt very much whether you would ever have to 
take the lines across a piece of private property. 

Mr. Edmunds. The tug will come in the first six months, probably, 
with injunctions all over the country as fast as the Government tries to 
do anything. There will be efforts made to break it down, ostensibly 
by the owners of private property, but really by the corporation jthat 
wishes to prevent it. The moment that fight is once done with, if' you 
^et three hundred thousand miles of line over all the post-roads in the 
United States, it will not happen once a year that any dispute will go 
to the Court of Claims in regard to compensation. 

The Chairman. It seems to me that we would give the x>eople of the 
country a cheap telegraph service much sooner and that we would give 
them a much cheaper telegraph service by ultimately purchasing exist- 
ing lines. If the Government does it at all it should do all the busi- 
ness, because it can do it at smaller charge. At first the companies 
would refuse t^o sell their lines for anything that we would give them ; but ' 
as soon as th^y find the Government lines a fixed £a<3t they would be 
ready to sell'iat any fair and reasonable price, at, say, what it would 
cost to build new lines or upon some such basis. So far as the neces- 
sity of prohibiting competition against the Government is concerned, it 
seems to me that competition would not long exist, any more than it 
does in the Post-Office. 

Mr. Edmunds. My answer to that is, first, that I agree with you en- 
tii^ly if we could purchase to-day all the telegraph lines in the country, 
even with the embarrassment of rival lines built and bought up, of 
buying a great deal of property that is quite unnecessary, at a fair and 
jnst price, the value of the property as a thing — not measured by the 
amount of profit that the owner could make out of it in twenty years, 
which is not the' measure when a State takes private property, but the 
just price of a thing, for we are not buying a patent right or anything 
that is a monopoly. If we could buy this property at the value that it 
has as a thing on the surface of the earth, and that is the price at which 
yoo can get another exactly such a thing, then it would be an excellent 
tbiog to do, and the easiest way, even with the embarrassments and 
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nuisances of a great many doable lines and ^aste; bnt that is a mere 
fraction. How is it to be done f Either by the consent of the com- 
pany or by condemnation. If you provide for condemnation, you have 
to take them all, and you have to take them at a valuation made by some- 
body. And I confess that I do not know any tribunal to which, as a repre- 
sentative of the tax-payers of the United States, I should be willing to 
trust that appraisement. If you do not wish to put your foot in blindly 
and pay for this property in a lump, then your only other alternative 
in respect to dealing with it is to purchase by consent. If you provide 
for that and stop there, then you will not purchase at all. On the 
other hand, if you begin with a few thousand miles of great trunk lines, 
from which branches must radiate in time, so that nothing is lost; if 
you get it started so that these gentlemen see that the thing is estab- 
lished, that you can carry on a postal- telegraph business, and that you 
are in earnest, then they will be willing to make fair terms and sell 
their lines at reasonable prices. 

I should be willing, I think, when we get started, to confide to the 
President of the United States and the seven heads of Departments 
(that is the best thing I can think of at this moment) the discretion of 
negotiating with these people for the purchase of their lines on terms 
of their actual value, measured by what it would cost to build them all 
over anew, and the value of their patent rights, such as are necessary. 
I would deal with them justly and uprightly, and liberally even. Hav- 
ing gone the distance I have already spoken of, in having five or tea 
thousand miles in operation in the United States, and the policy fixed, 
of going on, I think I should be willing to say that whatever sum the 
President and Cabinet agreed upon and reported in writing to the Sec- 
retary of the Treasury (the report to be signed by the President and 
all his Cabinet, in the face of the people of the United States) and that 
sum reported to Congress, we would pay. But in my belief it is use- 
less to go forward a foot in dealing with these companies in the way of 
purchasing existing lines, if you leave it as a matter of purchase. If 
you leave it to coercion, then you must take the whole, and I do not 
know of any tribunal, in the present state of things, that I should be 
willing to trust to fix the price. But if we start the thing, and in a 
way that will not be imy loss to us when we do buy, if they are willing' 
to sell — ^for these great trunk lines are arteries where the circulation is 
increasing more and more all the time, so that you can hardly have too 
many lines in a few years on these great trunks — we shall then be in a 
condition to deal with them and they will be in a condition to deal with 
us. Their present feeling, I am sure — and which has existed for several 
years, as I have known from having heard the sabject discussed — is 
exactly that which the Pacific Bailroad occupied six or eight years ago: 
that it is totally impossible to get a bill through Congress to provide 
for a postal telegraph. They do not mean to let you do it, and they do 
not expect you are going to do it. They think they have got their hand 
on the throttle so that it is impossible for Congress to move without 
their consent. But I wish the experiment tried. We tried it with the 
Pacific railroads and were beaten to death for the first three or four 
years, and I do not know but we shall be now. But the way to do is 
to begin. 

I remember that when Mr. Boutwell was Secretary of the Treasury 
and the Pacific Railroad interest was accumulating, I offered an amend- 
ment to an appropriation bill, which all agreed was perfectly legitimate 
under our rules, and there was no point of order made, to have Mr. 
Boutwell hold up paying out any more money of the United States to 
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those companies for transportation until it could be looked into. We 
had a debate, and I was laughed at; and on the yeas and nays I got 
only a very small minority to vote with me. The next session, or the 
next session but one — there having occurred in the meantime what is 
called the Credit Mobilier investigation, which did not touch this ques- 
tion, however, but which only showed that there had been wrong going 
on, more or less — I offered substantially the same amendment, and on 
the yeas and nays a great majority voted for it. 

These gentlemen have the same feeling that the railroad people had. 
They have a right to have it, in one sense; and, if they think they are 
stronger than the public interests and people, they have a right to 
blockade it if they can by fair and honest methods. 

Mr. Maxsy. Have you made any estimate of the number of employes 
that would be necessary when the postal telegraph system, accordLxg 
to your views, is put on its feet for, say, three hundred thousand miles, 
the present number of miles of postal service we have? 

Mr. Edmunds. I have only made an estimate proportionately. My 
conclusion is (from having seen the English and French postal tele- 
graph operations, and from having seen how a great many of these 
8iDall existing telegraph offices are worked), that it will not increase the 
present number of employes at the most by more than one-third, tak- 
ing the great cities and great and small offices together ; for the reason 
that because all the small lines give but comparatively little business, 
and in rural districts it will happen at the post-office, just as it now 
happens at the railroad stations and at the private telegraph offices all 
over the country, that some person connected with the railroad depot 
(the son of the ireight agent, or the station master himself, or his 
<iaQghter) is telegraph operator, is paid on a commission, on the very same 
theory that we pay our small office postmasters. So that in the great 
mass of post-offices all over the country, with the increase of telegraphy 
and' the number of people who should take that up, young women, and 
everybody wanting something to do, it will happen as a fact that in the 
family of the postmaster there will be some one who will do the telegraph- 
iug and will be paid in the same way that you now pay for the trans- 
mittal 6f letter intelligence. I dislike to increase the patronage, but 
we must carry on the Government, and I have provided, with a sincere 
faith that it is the best way, that this question of the employment of 
operators shall be entirely taken out of any political channel; that 
tbese people shall be examined on the principles of the civil service 
commissioners' law, without any respect to their politics or their reU- 
gtou, but in respect only to their fitness and capacity to perform the 
duty. And being examined, they shall be employed and hold office on 
the same theory. 

The Ohaibmak* In regard to purchasing existing lines, I want to ask 
a8 to the discretion in the matter to buy existing Unes at prices not to 
exceed the actual cost of constructing lines, or a certain percentage 
orer, if you please to give it, whether it would not be safe to trust that 
in the hands of certain officials of the Government, to be designated 
in the bill — ^the Postmaster-General or somebody else. I am satisfied 
that if the Western Union Telegraph Company became convinced that 
we were going to build an independent system, they would be ready to 
sell at once. 

Mr. Baulsbuby. I will venture to say that they will not sell at the 
ooAt of construction, because, even with the existence of a postal tele- 
graph, they can still make a good percentage upon the actual cost of 
their construction. 
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IToBViN Gbeen, president of the Western Union Telegraph Com- 
pany, came before the committee and made the following statement : 

Mr- Pbbsident and Sbnatobs of the Committee : While I am 
greatly obliged for the courtesy granted of a hearing before you, there 
is probably little more that I desire to say than what I have written 
and submitted to you from time to time, especially in my last statement, 
of which I sent each of you a copy, but not formally addressed to the 
committee. I trust it will be regarded as a statement submitted to the 
committee. 

The reason I desired a hearing was that we might be heard by couu- 
seL There are great principles of written and unwritten law underly- 
ing this question — of the duties of the Government towards its citizens^ 
the powers of the Government in the premises, and of how far the Oov- 
ermnent is committed under the act of 1866, in regard to which so great 
an interest as that I represent, I- think, should be heard by counsel. 
We have retained Mr. William M. Evarts, who promised me to try to 
be here to-day, but is not. He is engaged in a very large case. He 
says: 

I telegraphed chairmaa that I caimot be theie to-moirow, bnt can attend next week, 
at convenienoe of committee, after Monday. * 

I trust, therefore, the committee will extend to our company, which 
has a veiy large interest involved, the courtesy of a hearing by counsel 
upon the sabject generally, and especially, as I said, upon the written 
and unwritten law of the subject. 

It is a very large question, Mr. Chairman and Senators, involving no 
le^ than $100,000,000 of property. I have not conferred with the other 
telegraphinterests of the country, but I assume that they do not want 
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the value of their proi)erty destroyed any more than we do. I have out- 
lined our general view of the subject. We do not want to sell our prop- 
erty ; we prefer to go on with it. If, however, the Government must 
go into the telegraph business we think all the equities Of the case re- 
quire that they should take existing properties at a fair valuation. We 
think we had a right to expect that that would be the course of the 
Government by the language of the act of 1866. 

Whether it directly commits the Government tq that course of XKilicy 
or not, certainly the telegraph interests of the country had a right to 
expect it. It was there stipulated with the companies accepting the 
provisions of that agreement that the Government should have the right 
at any time after five years of taking their properties at a fair valua- 
tion, to be ascertained by an arbitration of five persons, two to be ap- 
pointed by the company, two by the Government, and the four to choose 
a fifth. That was a fair way to make the appraisement. It is a method 
frequently adopted between persons and corporations. It is a method 
recognized under the laws of most of the States. And certainly five 
men can be found whose character and ctisinterestedness would be above 
suspicion. 

But I do not propose to pursue that sul]»ject. I prox)ose to leave that 
to abler hands, as also the question of the power of Congress in the 
premises, which I have treated somewhat in my paper submitted to the 
committee, and originally in the JNiorth American Beview. But not 
being educated to the law, I think it is not doing justice to the great 
interests I represent to trust this consideration to any treatment that 
I am able to give it. I propose, therefore, in these remarks, to confine 
myself to the question of policy, as to whether it is worth wnile for the 
Government to take the telegraphs at all. 

I assume that, under the genius and fundamental principles of oar 
Government, it is the true policy to do nothing by governmental agencies 
that can be as well done by private enterprise. The suggestion of the 
Government taking the telegraphs naturally comes from the fact that 
European Governments have taken charge of the telegraphs. In most 
of them^tbough probably England is an exception — ^the taking of the 
telegraphs was from this consideration : for the protection and security 
of the Government. It was in order to prevent ^edom of communica- 
tion between plotters against the Government. It was in order to have 
a knowledge of what was going on and protecting the powers that be. 
In this country we have no (S)vernment in that sense. We have a 
temporary administration of the Government. But the people govern, 
and it is not fair or proper that that temporary administration should 
have the advantages which are deemed necessary to crowned heads who 
sit uneasy upon their thrones, who are afraid of plotters against them* 
Unless, therefore, there is something essentially and inherently defect- 
ive in the service rendered, there seems to be no reason why the Gov- 
ernment should consider the subject of taking possession of the tele- 
graphs. 

Let us examine the facts. Those of us who have passed three-score 
years have seen more progress made in the last fifty years in the appli^ 
cation of science to useful and progressive arts than has been made in 
five hundred years before. Prominently amongst them are the railroads 
and telegraphs in this country, pushed in almost every instance in ad- 
vance of their needs. The railroads have been pushed westward, as 
you know, and many of them languished for years, have gone into the 
hands of receivers, passed into new proprietorships, because they were 
built by enterprising capital in advance of any absolute need. The tele- 
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graphs in earliest times were the same way. Three-fourths of the early 
projected telegraphs from 1845 to 1854 passed from the possession of 
the original projectors into new hands, and the original capital invested 
in them was absolutely sunk. Those daring enterprises were projected 
on the faith of the action of the Government — Mr. Hubbard has given 
more attention than I have to this matter and is probably more familiar 
with it — ^in 1845 or 1846, when Professor Morse and his associates offered 
his patent to the Government at its own price. 

Mr. Gardner G. Hubbard. In 1843, 1 think. 

Mr. Green. I think it was later than that. It was while Gave John- 
son was in the Cabinet as Postmaster-General; I think it was in 1845 
or 1846. He did not come in until Polk's administration. The subject 
was referred to the Postmaster-General, and on his adverse report Con- 
gress declined to entertain it at all. 

Mr. Hubbard. Against selling it f * 

Mr. Green. Yes, against the Gt)vernment taking it. 

Mr. Hubbard. I^ot against the Gk)vemment taking it. 

Mr. Green. It is not very creditable to his sagacity, but the Post- 
maeter-General at that time thought the telegraphs would never amount 
to a row of pins. , 

Mr. Egbert B. Lines. Did he not change his opinion subsequently t 

Mr. Green. Subsequently, perhaps. 

Mr. Lines. He was subsequently very strongly in favor of Govern- 
ment telegraphs. 

Mr. Green. On the iaith of that decision private capital was largely 
invested in telegraphs, and that interest was most daringly and reck- 
lessly pushed, as it has been pushed ever since. Under private enter- 
prise we have a larger pr oportion of telegraphic facilities to population 
than any country of ISurope. ' We have a better service than in any 
country of Europe. We have a cheaper service than in any country of 
Burope. And 1 am prepared to substantiaCe^at by any course of in- 
vestigation. We are now sending for the 25-cent rate, about equivalent 
to the shilling rate of England, over a larger area than Great Britain. 
Within that area are a large amount of 10-cent rates and a large amount 
of 15-cent rates. It is true our messages are ten words, but the date, 
address, and signature are free, and it would not be a difficult matter 
to show you a very ordinary current case ^here date, addi^ess, and sig- 
nature would be more than twenty words of themselves. 

The Chairman (Mr. Hill). That is also true in England, I believe. 

Mr. Green. T presume it occasionally is. Oar 13,000 offices, to a 
population of 52,000,000 would be one office to every 4,000 inhabitants. 

I have before me a carefully prepared statistical paper by Mr. Grant, 
a man of plodding energy at digging out things. My company has no 
reeponsibility for it, but I believe it is substantially correct. In that I 
do not see any country, certainly any whole country, that has anything 
Hke equal facilities with ours, either in number of offices, miles of wire, 
or miles of line proportionate to population. There is only one country 
that has a higher percentage of telegraph business in proportion to the 
population, and that is Switzerland, which has about 95 per cent, of mes- 
sages to population against about 90 per cent. here. That is a little 
ooantry with 2,000,000 of population, that might better be compared to 
New York than to the United States, and as compared with Few York 
it would be beaten three or four to one. 

In the growth and extension of the telegraph business it has doubled 
Itself every five or six years. In number of messages it has doubled 
about every six and a half years. In miles of wire it has doubled about 
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every six years, and in lines and poles abput every seven years. In thi» 
rapid progress and increase there liave been a great many lines pnr- 
chased — consolidations as you call them — properties taken up, extend- 
ing in both length and breadth, duplicating our systems. That is one 
thing that haa possibly created some feeling, and it has been said that 
it has resulted in increased rates. That is not true, except in a solitary 
instance of the war of rates with the Atlantic and Pacific, at the time 
that company made a driv e at the Western Uuion Comi>any and reduced 
the rate to 25 cents east of the Mississippi Eiver, which was, for the 
greater part a losing rate, and which caused the Western Union Com- 
pany to pass a dividend. After the taking up of that line the rates were 
increased to those competing offices, but not nearly so much as they were 
before. For instance, before that competition began, the rate from Kew 
York to Chicago and Saint Louis, was $1 ; it was increased to 60 cents 
from 25, and is 50 cents now. At the same time there were five offices 
reduced to one increase. There was a pretty high rate maintaiued to 
side offices and branch offices where the competition had not reached, 
and they were reduced to make some sort of harmony and equalization 
with the other rates. So that, while it did not aflfect as much business, 
there were really five reductions made to one increase in that case. In 
every other instance of the absorption of an opposition line, there has 
been a decrease of rates. Eeduction of rates has followed eveiy instance. 

After taking up the American Union we went through the States of 
New York, Pennsylvania, and New England, and made very sweeping 
reductions. After taking up the Mutual Union last summer we made 
further reductions, making a uniform rate of 25 cehts all over New Eng- 
land, a uniform rate of 25 cents throughout the State of New York, a 
uniform rate of 25 cents throughout the States of Pennsylvania, New 
Jersey, and Maryland, and a uniform rate of 25 cents between New 
York City and all points in New England, all points in New York, and 
all points in Pennsylvania, Maryland, and Washington City. Within 
that area, however, there were still some 15 cent rates. With the oil 
regions we have had for three or four years a rate of 10 cents between 
the oil exchange in New York and the other oil exchanges in the oil 
regions. That 10 cent rate involves no delivery and no enveloping. It 
is a simple communication between two exchanges, the sender and ad- 
dressee both being on the floor, and it saves a very large amount of ex- 
pense. 

That brings me to notice certain bills in which my friend Mr. Hub- 
bard is interested, I believe, proposing to do business for the Govern- 
ment at a rate of 25 cents within 500 miles, 50 cents between 600 and 
1,000, and 75 cents for distances above 1,000, the Government receiving 
and delivering the messages, and furnishing office room. Why, we are 
doing business for less than that, and receiving and delivering our own 
messages, furnishing our own of^ces, and taking all responsibility. If 
the Government would open that measure to competition, I think we 
could beat that a good deal. 

Under the act of 1866, we agreed, by accepting the provisions of that 
act, to do the Government business at such rates as might, from time 
to time, be fixed by the Postmaster-General. The rate so fixed for two 
and one half years has been one cent a word for each circuit of 500 
miles or less. So that we are doing a large amount of business for the 
Government continually, at the rate of 20 cents for 20 words for 50O 
miles, and we receive the messages at our own offices, for which we 
pay our own rents, and deliver the messages in our own envelopes^ and 
by our own messenger boys. 
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Senator Battlsbttbt. What is the amount of money paid to your com* 
pany for transmission of messages for the Ooyemment t 

Mr. Obeen. That question has been asked by the Postmaster-Gen- 
eraly and it is very difficult to answer. The Government pays us under 
eontract f(nr the signal service reports in regard to the weather &om 
$80,000 to (100,000 per year. The military service of the Government 
is wide spread, as you know, as is sdso the naval service. It would be 
a matter of great labor to ascertain what it all amounts to. The Gov- 
ernment has its military stations on the wes^m frontier and the naval 
stations along the coast. We could easily ascertain what is done from 
this city. Most of the Government telegrams go from Washington, so 
that it might be ascertained through the office in this city what those 
telegrams and the answers thereto have realized to the company. But 
it la not a large service aside from the signal service. Aside from the 
$80,000 or $100,000 a year paid us on that account, there probably would 
not be more than $25,000 or $30,000 a year. It is very much scattered, 
and it is almost impossible to tell exactly what it would be. 

When I went into the telegraph business^ in 1854, 1 leased and 
aobeequently bought out two lines from Louisville to "Sew Orleans 
that were utterly broken down. There had been $2,500,000 expended 
on them. There was some $16,000 or $18,000 worth of stock in the two 
companies, and they could not get credit for a horse and buggy any- 
where on the line to go out and put up a wire. They held a meet- 
ing of tiie stockholders and agreed to sell or lease out the lines for 
jp^ment of the debts, and the proceeds never did quite pay the debts. 
When I went into that company a message from Kew York to Kew 
Orleans had to pass over the lines of five different companies, and 
aobody ever thought of getting an answer the same day. The mes- 
sages went down one dayj they got down during the night. Ours 
waa known as the Owl Lme, because we had to send all the mes- 
aages during the night in oitler to get them there. The next day 
answers would come back, and they generally got to Kew York at 
night, so that it was usually the second day in Kew York before they 
got answers. I have before me a tariff book of 1869, which has been 
MOit me* Oonsolidations have been going on all the time, but the 
largest consolidation — the consolidation — took place in 1866, when the 
▲meriean Telegraph Company and the United States Company were 
absorbed by the Western Union. There was no change in the rates 
ontU 1869, at which time the rate from !New York to Kew Orleans was 
$3.25. It is now 75 cents. It would be very tedious to go through this 
tariff book, but y; shows the amount paid to our line and the amount 
I^aid to other lines. As, for instance, to Adams, Minesota, the price to 
the Western Union was $2 for the ten words, and 13 cents tor each ad- 
ditional word, while to the adjacent lines to extend a message the ad- 
ditional rate was $1.20 for ten words and 7 cents for each additional 
word from Milwaukee or Chicago. To Albany, K. Y., we got 25 cents 
and 2 cents, while 75 cents were paid to additional lines ; and so on. 
There are several thousand of&ces here, showing additional lines. 

What I want to impress upon you is — and I am sorry that I have not 
time to show you more examples — ^that every absorption of a telegraph 
lioe has succeeded in a material reduction of rates to some places. 

Senator Wilson. Can you state what was the average result of con- 
solidation Y Yon say that it resulted in a reduction to some places. 

Mr* Obrbn. It resulted in reduction everywhere, but in very large 
vedoetions to some places^ as, for instance, when we were absorbing the 
ifmnibwestem Company m Minnesota, their rate was almost entirely 
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into the opposition line and sink them, bnt he sunk their revenue, 
and it amounted to very much the same thing. If legislation were to 
establish an opposition telegraph to the company it would do the busi- 
ness at a losing rate; it might not continue ; it might rally by and by, 
but undoubtedly tiiey woiQd do the business at a losing rate. The 
postal business has been conducted at a losing rate fix>m time to time, 
very often with large deficits. The telegraph service in England has 
been performed at a losing rate for a long time, and last year they 
would have had a big loss except for a charge of £10,000 sterling for 
service in transmitting Government messages. That brought them up 
to about £400,000. But for that charge of £19,000 their rate would 
have been immensely losing. 

Then there is another matter that suggests itself, and that is that 
the undertaking is a very much larger one than this committee con- 
caves. 

Senator Maxey. I was going to ask another question that would 
probably bring that out. I had better ask it now, and then you can 
discuss both together : Should* the Government establish such a system 
(indicated by the first question) over its own lines, what would be the 
approximate number of employes in the United States, taking as a basis 
the present development in private companies f What would be the 
pro^ble annual increase of employes T 

Mr. Gheen. I have touched upon that in this paper to the commit- 
tee. The number of employes in the present telegraph system is very 
difflealt to ascertain. Under our oontxacts with railroiad companies, out 
of 13,000 offices, about 9,000 offices are open for the public for commer- 
cial business and social messages. Over 9,000 offices are maintained by 
the railroad companies, and the employes are the employes of the railroad 
companies. The compensation the railroad companies get for it is the 
free use of the wires on the line of the road, and a certain amount of 
telegraph service off the line of the road, annually. In a few instances, 
as in the case of the New York Central, and one or two others, the 
amount of service is absolutely unlimited, and they can do what they 
please, and they do a very large amount. 

The OaAXBMAN. Are these Imes owned and operated by the telegraph 
eompany, or in most cases by the railroad companies t 

Mr. Gbeen. They are owned by the Western Union Gompany in most 
eases. The Pennsylvania Railroad Company has a system of poles and 
wires of its own. The New York Central ^oes not own a wire except 
aome signal wires close to the ground. 

The Ohaibman. Could you state approximately how many miles of 
these lines are owned by railroad companies t 

Kr. GsESN. Perhaps 19,000 or 20,000. I do not believe that any rail- 
road company, except the Central Pacific and the Pennsylvania, own 
any lines of poles. The Baltimore and Ohio claim to own them, but we 
expect to get a decision against them that they belong to us. The con- 
tract stipulates distinctly that tbe poles do belong to us. But, as to a 
neat many railroad companies, we give them one wire, and they stipu- 
bte that if they need additional wires they shall be put up at their own 
eosty and in that way many of them have got one or two additional 
wires put up at their own cost, and they own those wires. 

Hie OHArRMAN. Can you state how many employes, aside firom those 
esoployed by the railroad companies, the Western Union Company has t 

Mr. Obsbn. I cannot give you that exactly. I get at the employes 
in this way, Mr. Chairman : We have 25,500 instruments in use. Those 
instromentSi as a general rule, belong to us. There are a few instances 
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where the raihroad companies have their own instruments on their own 
wires. Every instrument requires an operator, and in large offices that 
run day and night most of the instruments require three operators, be- 
cause they do not work more than eight hours a day, and they nave 
three relays. I should say, therefore, that there are probably 3QiOW 
/t meratogs employed on the Western Union lin^s. There are probably 
f S^odOor^jOOO other employes engaged in consthicting and maintaining^ 
the lines, superintendents, clerks, and officers. 

Mr. Lines. Is it not possible for one operator to attend to two or threo 
instruments, provided they are not constantly employed t 

Mr. Gbben. That would be a very unsafe operation. 

Mr. Lines. Is it not often done in the minor offices t 

Mr. Obeen. It is more often done in the large offices, like Boston and 
^ew York. It is not often done in minor offices. In New York we 
have 113 branch offices on short wires in the city. In very many of 
those branch offices there is very little business. I do not think it often 
happens that one operator attends to more than one instrument. There 
are four or five of these branch offices on* one wire, with only one instru- 
ment in the main office. 

Mr. Lines. Suppose you had three or four lines along the railroad^ 
and, for testing purposes, you had an instrument on each line in a minor 
office — take the case of the junction where two railroads cross each 
other — would not one operator do at that junction t 

Mr. Obeen. Where they have two wires, used occasionally for testing 

purposes, of course they do not need an operator constantly at the desk. 

'\ But that is more than made up by the instruments used day and night 

:{ that require three relays of operators to run them. 

4 Mr. HuBBABD. I suppose you have in your service somewhere aboutr 

8,000 or 10,000 operators t 

Mr. Obeen. In the Western Union I think that is about the fact. 

Senator Palmeb. That is exclusive of your messengers t 

Mr. Obeen. Yes, sir. 

Senator Palxeb. How many messengers are employed! 

Mr. Obeen. In the large cities there is a little army of them. I sup* 
pose we have 125 in one office in l^ew York, and we have quite a num- 
ber of them everywhere. 

Mr. HuBBABB. About 2,000 messengers, I guess. 

Mr. Obeen. In New York, Boston, and the other large cites, we make^ 
contracts with the American District Company to make our deliveries* 
We put their offices in the same building with ours, and they fhmish us: 
messengers and make our deliveries promptly, and perform such other 
messenger service as is offered them. So that the messengers are not 
all there exclusively for our service, but they are all at our command. 

Senator Maxey. Your answer to my question related to the Western 
Union. The question I asked had reference to the approximate number 
of employes under the control of all the companies, my object being, as 
you will at once see, to get at the number of employes that would prob- 
ably be needed by the Oovemment in case it supplants your con){)any 
and all other companies. 

Mr. Obeen. I estimate that there are between 40,000 and 50,000 em* 
ployed by the railroad companies and telegraph companies. 

Senator Maxey. And you regard them as necessarily employed in 
that business f 

Mr. Obeen. ^Necessarily employed in that business. Whether the 
Oovernment would have persons employed by railroads or other parties 
to run their telegraphs, or employ them itself, would be a matter to be 
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arroiiged. Bat estimating that the business duplicates itself every six 
years, with the additional impetus that would be given to it by extremely 
low rates and by opening additional offices, I believe it would be dupli- 
cated in four years in Government hands, and that instead of 600,000 
miles of wire now in existence you would have 1,200,000 miles of wire : 
and instead of some 15,000 offices that are now on all t^e lines you would 
have probably 30,000 offices. 

The Chairman. You mean by that that the reduction of rates would 
give us that enormous increase f 

Mr. Green. The reduction of rates and additional offices. For I as- 
same that if the Government takes the telegraphs every post-office will 
want a telegraph office. 

Senator Maxey. That is what I was trying to get at. 

Mr. Green. And every member of Congress will want every post- 
office in his district to have one. So that the number of offices and em- 
ploy^ would be very largely increased. I think within Ave years the 
Government would find itself with an army of 100,000 employes on the 
telegraph system. 

])&. Hubbard. As the number of messages increase, so will the num- 
b»* of operators increase, because under your estimate they would have 
two or three times the present amount of business to do. 

Mr. Green. Our operators in the larger offices, New York, Boston, 
Chicago, and Philadelphia, are worked up to their full capacity. But 
if you take a little country office that does not send more than twelve 
messages a day, of course the operator could send twenty-five messages 
just as easy if ne had them. But that would not be a guide to the in- 
crease that would take place. It would not be the increase in certain 
offices, but the increase throughout the country. Probably there would 
be some increase at important offices too, in consideration of the lower 
rates, etc, as Mr. Hubbard indicates. 

Now, as to the difference between social telegraphing in this country 
and in Europe. I did a good deal of social telegraphing over there my- 
self. I had a free pass, and I was told that I was the only man that 
ever did have a free pass under the post-office system there. But a 
l^reat many of their officers have been over here and I have given them 
Franks* I got one over there with a big red seal with the British coat 
of arms upon it, and signed by the postmaster-g^ieral. But that is 
the pleasure ground of the world. People are there for pleasure. They 
bave nothing else to do. A great number of i)eople are always travel- 
ing over there during the summer season, over Switzerland, Belgium, 
Oroat Britain, and iYance. They have friends in different sections and 
they do a vast amount of social telegraphing that they would not do at 
home* becanse they have nothing else to do. That is the reason of the 
laraeiy increased social telegraphing abroad. 

llie OHAisaiAN. What is it in this country t 

Mr. Green. I do not think it is more than 5 or 6 per cent, of the whole. 

The OHAiBiLiN. In some of the countries of Europe it is stated to be 
from 55 to 60 per cent, of the whole. 

Mr. Gbbsn. No ; it cannot be that much ; it is less. 

The Chairman. That is what is reported. 

Mr. Geesn. ^ey must be very slow in their business. About 80 
per cent of our business is strictly commercial. It is a very exacting 
business, and does not care so much about rates as it does about quick 
service. Any postal service that made deliveries in the usual method 
of deUveiing letters would not meet the requiremraits at all, and tiiere 
would be an immense amount of cuss- words used. 
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and some $300,000 for Guba cable messages. It is not all for land mes* 
sages. To divide the aggregate receipts by the aggregate number of 
messages woald be a very unfair way of ascertaining the average rate per 
message. Mr. Hubbard saw that point and wrote me about it, and I 
wrote him an answer which he inserted in his article, and which was a 
fair statement of the case, showing an average really of about 35 cents. 

Mr. Hubbard. Thirty^eight cents. In that estimate you over-esti- 
mated the number of messages. _^ 

Mr. Green. We do not count our messages as they do. They count 
every message traveling through the country, although it may go 
through three or four countries. So that, taking JSurope as a whole^ 
some messages are counted three or four times. We count the messages 
sent. We count 30 words to ibe press as a message, and we count only 
the number of press messages sent, whereas we deliver three or four 
times that much. For instance, we send about 5,200,000 messages of 
press sent; but the amount delivered is 605,474,000 words. That di- 
vided by 30 makes over 20,000,000 messages delivered. I think Mr. 
Hubbard, in his article, said that we got nearly as much for press as 
we do for commercial messages. That is because of the same fact. 
We send 6,200,000 words of press sent; 200,000 messages of 30 word^s 
to the message, and we got $1,800,000 for it, so that we got about 20 
cents per message of 30 words sent. But those messages were de- 
livered and charged Ave or six times. For instance, we count reports 
sent to New Orleans with 22 drops ; we do not count the drops at all, 
bat we charge for those drops. Our press service is cheaper on the 
average than in Great Britain ', 1 do not know how it is elsewhere. I 
have this examination of Mr. Somerville ; he has given very careful 
attention to the subject. The average rate to each paper served in the 
associated press combinations in 18^ will not be over 6^ cents per hun- 
dred words. 

In Great Britain the charge is a shilling for 75 words in the daytime 
and for 100 words at night. Then they charge a half cent a word for 
any additional deliveries in the same place. We charge the New York 
Associated Pi*es8 about 2^ cents a word from New York to New Orleans, 
and one-eighth of a cent for each drop. So that they get 1,500 words 
a day for about $1.87 j at each of those places without respect to the 
number of papers that use it. We make no distinction as to that ; it 
may be one or two or three papers. We do not sell it to the news- 
papers; we do not deal with the newspapers. We deal with the Associ- 
ate Press and they sell it to the.papers. 

While on that subject I want to say that I see that some resolution 
has been introduced in respect to our relations with the press. I am 
ready to supply the committee with our contract with the New York 
Associated I^ss or any other association. One stipulation in it covers 
the whole thing — ^that we shall not contract with any other company at 
any cheaper rate than we afford them without giving them the benefit 
of the reduction. 

Senator Saulsbubt. ''The most favored nation" clause f 

Mr. Obsen. Yes. We are perfectly at liberty to give everybody and 
anybody the same rate for the same service. But it is perfectly mani- 
fest that the papers can get a cheaper service by combination than they 
can by taking single reports. Some of the papers raid against us because 
we do not give them the news of the day at the same price their neigh- 
bcnr gets it, when the neighbor has a contract with the Associated Press^ 
for drops, and we have no more right of property in that news than we 
have in anybody's private message. We caonot transmit a single re^ 
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port to that place for the same price that we get for a drop cop 
report that is going through. 

Senator Wilson. Yon say that you can supply the committee x 
copy of the contract between your company and the Associated £ 

Mr. Gbeen. Very cheerftilly. 

Senator Wilson. We would be very glad to have it. 

Mr. Gbiten. Our last contract with the Associated Press was 
perhaps a little less than a year ago. It was a joint contract wit] 
New York and the Western Associated Ptess. You will remembei 
they got into a row a little over a year ago, and the Western Assoc 
Press established an office in 'Sew York and got their own foreign i 
After a while they settled the difficulty by making a joint contract 
us. That I will send you at any time. We have also made a recent 
tract with the opposition press, the United Press Association. 

Senator Wilson. Have you more than one press contract f 

Mr. Obeen. Oh, yes; we have a contract with the New York i 
Press which has been modified from time to time by correspondence 
vrbael concessions, but it has been in existence some seven or eight y 

Senator Wesson. Will it be convenient for you to furnish the 
mittee with that contract? 

Mr. Obeen. We will furnish all of them. 

The Ohaibman. Beferring again to the subject of rates, they ] 
in Europe a system of charging for messages which pass throu| 
country from one country to another; they charge something for ti 
messages in the country through which they pass. 

Mr. Gbeen. They charge for all those interstate messages. 

The Ohaibman. Not only in the countries where they are sent 
received, but in any country that they pass through. 

Mr. Gbeen. Yes, sir. 

The Ohaibman. And they charge in some cases very high rates 
tween one country and another. Notwithstanding that fiict, take 
whole of Europe, and allowing for all these extra charges and e^ 
high rates, the average cost of all the messages sent in Europe last ^ 
was only 31 cents. 

Mr. Gbeen. Take any section of our country of like area, New E 
land for instance 

The Ohaibman. The area of Europe U larger than the whole Fni 
States. 

Mr. Gbeen. That is the average to each particular country. Tha 
not the average for the whole of Europe. 

The Ohaibman. It includes both national and international messaj 
over the whole of Europe. 

Mr. Gbeen. I understand that is the average of each particn 
country. Take an area of the same size in this country and oar av 
age would be less than that. 

The Ohaibman. You do not understand me. In all the countries 
Europe last year a certain amount was received for internal and int 
national messages, and taking the total number of messages sent a 
the total amount received, and it shows that the average cost of all t 
messages sent in Europe was 31 cents. 

Mr. Gbeen. That does not alter the case. Each particular coant 
has set down the message that passed through as a message; the ne 
country has set it down as another message, and the next countiy 
another message. It is impossible to trace those messages. 

The Ohaibman. I base my figures wholly on the number of messa^ 
sent; not transmitted, but the number actually sent. How you a 
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make the broad statement that we have a cheaper system here than in 
Earope, when in France we can send 20 words for 20 cents, and in sev- 
eral of the countries of Burope for a half cent a word, is what I cannot 
nnderstand, and I would like to have Airther information on that sub- 
ject. The figures seem to show that our rates are much higher than in 
Enrox>e. 

Mr. Gkeen. You are very much mistaken about any such figures. 
However, when you understand that we pay more than twice as much 
to oar operators as they do, when we pay more than twice as much for 
office men as tiiey do, that labor in the construction of lines is very 
much higher, and that material, except as to wood and coal, is higher, 
there is every reason why it should be higher here. But I believe it 
has been noted by everybody who has traveled in Europe that we do 
very much better service than they do, both as to speed and accuracy. 

Senator Palheb. I would like to have the comparative rates between 
Montreal and Chicago, and Kew York and Chicago. At Montreal I 
think they have the Imperial telegraph — I do not know the name of the 
company. 

Mr. Obeen. The uniform rate in the Dominion of Canada is 25 cents ; 
the rate between Montreal and Chicago is about the same as the rate 
from "New York to Chicago. 

Senator Palmeb. From Montreal to Detroit it is the same, is it f 

Mr. Gbeen. I do not remember as to Detroit ; I do not know that it 
is the same. It is 25 cents for the Canada company, and something for 
ours. 

There is another make-weight on this subject of Qovemment tele- 
graphs to which I desire to make reference, and that is the pr^udice 
that has grown up in the country against large corporations, the mass 
of accumulated wealth, and there has come to be a good deal of feeling 
on that subject, and a good deal of a certain kind of legislation. State 
and National. I assume that one telegraph system can do the business 
of this country cheaper than three or four. I do not blame people for 
enoouraging opposition, but the fact is that tiie more opposition lines 
you make, Sie more cost is attached to doing the business of the country, 
llie reason we have been enabled to pay higher prices than the actual 
cost of tiiiese opposition lines is that they were worth more to us than 
to flie opposition. We could take their wires into our offices, save their 
office rent and about one-third of their expenses, if not half, and take 
all their business, and do it at a profit, while they did it at a loss. 
Undoubtedly, if one system can do all the business with one set of of- 
floea and one set of officers, and only a little increase in the number of 
opefstors. they can certainly do it at a cheaper rate than competing 
aystems auplicating the expense for the same amount of business. And 
that is what has resulted, that the rate has been made cheaper by all 
these consoUdations. We have made a steady and conservative reduc- 
tioo of rates, and have recently made a reduction in the preparation of 
oar new tariff books which will go out on the 1st of March, that makes 
our masimom rate $1, for which we send 4,500 miles. There is no 
country that I know of in the world now where you can send that dis- 
tance for $1. We send from Halifax, Nova Scotia, to Washington 
Territory, for $1. 

The Ohatbman. The rate is $1 for distances under 2,000 miles, is it 
not? 

Mr. Obbek. No, sir ; I think not Our rate is 75 cents east of the 
Boeky Mountains. I suppose it would be $1 for 2,000 miles to Texas. 
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The Chairman. Why should that rate be paid in the United 
when messages can be sent from France to Algiers for 20 cents Y 

Mr. QniBtKN, Becaose they nndoabtedly do it at a loss, althong 
get very cheap labor. I think they must do it at a great loss a 
The carefal analysis of onr business in my letter to Mr. Hnbbard 
the cost to be about what f 

Mr. Hubbard. Twenty-three cents you make it. 

Mr. Green. The average cost per message is 23 cents. I b 
with the salaries we pay, the exactions of the business, and the p 
service we render, it costs us a great deal more, because if we b 
whole twenty-four hours we could do it cheaper, instead of hav 
crowd it into three or four business hours of the day. That ma 
exx)ensive. Deliveries have to be promptly made. We cannot w 
circuit messengers to make deliveries, but the messenger must i 
mediately when we get a message. With that character of service 
lieve that whenever a message goes beyond one circuit and is rels 
cannot be done for 25 cents except at a loss to the company or 
government that does it. 

Mr. Lines. I see it stated in the Journal Telegraphique that t 
ceipts of the French administration last year were something 
26,000,000 francs, and current expenses 17,000,000 francs; lea\ 
profit of about 9,000,000 francs. There were 21,000,000 messages, 
give also here in this Journal Telegraphique your statistics, w 
presume were furnished them by your company : 40,681,177 mes 
at a cost of 97,274,510 francs, a little over 2 francs to the messag 

Mr. Green. That may be so. They might make a profit od 
business, but you could not expect them to send a message 2,000 
for 20 cents except at a loss. A uniform rate of 25 cents for the Z 
States would probaly make a profit at some places, but it would 
a big loss for long-distance messages. A message from New Y< 
San Francisco has to be relayed three or four times. We can 
times send it through automatic repeaters, but each of those re( 
one operator instead of two. If it is absolutely relayed it require 
to take it and another to send it. But if it passes through an auto 
repeater it requires one to have charge of the repeater instead of 

But I wanted to say a word about the prejudice that has gro\ 
in regard to the accumulation of wealth. I have begun by saying 
a successful telegraph company in this country must be a larg< 
The business is better done by alarge company, better handled by 
cation, with prompter service and can be cheaper done. But in re 
to individual wealth, there is a great deal of prejudice which I th: 
is well for us to look at. I remember that after I was a man g 
there was not a man in the United States worth a million dollars. 
Jacob Astor and Stephen Girard were supposed to be worth $80( 
and nobody in the country would believe it. 

Mr. Hubbard. What year was that ? 

Mr. Green. Going back to about 1838. 

Mr. Hubbard. My grandfather died in 1832, and he left $3,00( 

Mr. Green. I did not know him. I know that when it was s 
that Girard and Astor were worth $1,000,000 nobody would belies 
and now I suppose there are five thousand men in N^ew York wh< 
worth 91,000,000, and I suppose there are five hundred or several 
dred worth over $10,000,000. That is thought to be threatening 
liberties. Perhaps too much accumulation of capital in one man ys 
be somewhat threatening, but on the other hand there is a great 
efit to the country in it. I became satisfied that the great power of 
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land consisted in the wealth of her citizens. Whilst I was over there 
the chancellor of tbe exchequer had an examination made as to the in- 
coming revenue on British capital invested in other countries — ^what 
was bandied about in the papers as the ^^ unearned increment." It 
was ascertained that about £160,000,000 sterling per annum was re- 
ceived in Oreat Britain in that way^ equivalent to §800,000,000 of our 
money ; $120,000,000 of that came from the United States. They 
held about $2,000,000,000 of our securities, and we are paying them 
$120,000,000 per annum on interest account. We are paying about 
$70,000,000 or $75,000,000 by the balance of trade i^ our favor, some- 
thing more in the profits on our exports. The balance is eked out by 
new and additional loans. Of course if that were to go on as it has been 
in the past years, it would be very disastrous to this country sooner or 
later, because there must come a settlement day. The panic of 1873 
grew out of the large borrowing of 1872, the importations of 1872 and 
the exportation o{ about $240,000,000 of gold that year. That laid the 
foundation for the panic of 1873. 

What have we done last year f We have built over 10,000 miles of 
railroad, costing in the neighborhood of $30,000,000. We have not bor- 
rowed $5,000,000 on the other side. The bonds have been taken in this 
country. We have been building from 7,000 to 9,000 miles of railroad 
per year for the last ten or twelve years, and we have been steadily re- 
ducing the amount of requirements from abroad. The accumulated 
capital of this country is taking our securities to make our improve- 
ments. We have not done a bad business to make this debt. We have 
benefited our country and made it rich, and we are now beginning to reap 
the harvest. Most of these railroads were built, as you are aware, at 
least ten years in advance of their needs, and did not pay anything 
for a long tim& One of our wealthy citizens, Mr. Yanderbilt, takes. 
$60,000,000 of Oovemment bonds in one batch and locks them up in his 
safe. That is saved to this country — saved from going abroad. Of 
course it would be more conservative to the country if this increased 
wealth was more evenly distributed, but it is of vast advantage. There 
is more business done in a week now than could be done in months be- 
fore the days of telegraphs and railroads. My father had to come ta 
Philadelphia from the West in a stage-coach over the mountains to buy 
goods, and it took six weeks to make the journey. You could not do the 
amount of business then in five or six months that can be done now in a 
week or a day by the use of railroads and telegraphs. 

The rapid accumulation of wealth is because of the rapidity of our 
transactions, and that our community may continue to increase and grow 
in wealth should be the interest, the prayer, and the fostering care of 
every legislative department. Of course too large a share of that falls 
into the hands of tluree or four men. We cannot help that. Their su- 
perior shrewdness and sagacity enabled them to accumulate it, and we 
cannot avoid it very well. But stUl the accumulation of wealth in the 
connti^ is giving great additional strength to the country. 

I would like to say a few words on the capitalization of the company,, 
but the time will not allow it, and I have not thought that that neces- 
sarily entered into the case. One thing I may say, however, and that 
is« that the capitalization of the company has nothing whatever to da 
with its rates. If you do not make any profit, it does not matter what 
your capital is. You have got to make your expenses first. The ratea 
arepredioated on the cost of the service. 

The Ohairmak. Your profits last year were about $8,000,000. 

Mr. Obesn. a little over $7,000,000 ; but they were not all front 
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telegraph basiness, or sach badness as tiie Government would 
bly want to take hdld ofl 

Mr. HxTBBABD. I wonid like to say one word beforeDr. Qreen 
If the conunittee will allow me some time I wish to take np this 
sition of Dr. Green's, and endeavor as &r I can to controvert 
says unless something is defective in the service, there is no reai 
Oovemment interference. I shall undertake to show that tl 
something defective in Ihe Western Union service, and that 
mainly that their rates are excessively high ; or, in other word 
if they had a rate not exceeding 60 cents for the whole country- 
beUeve I can prove it as clearly as I can prove any mathematica 
onstration — they would make more money for themselves and 
the country better than they can at their present rates. And sec 
that that company cannot serve the country when it is allowed 1 
italize as fiaat as it has without reference to the value of the pD 
capitalized. ^ 

Mr. Obeen. In answer to that, I want to say that there has b< 
watering of stock, no capitalization without substantial cause 
1866. I have shown thafc. If they paid pretty high prices for s( 
the properties it was no more than they were wortL 



ARGUMENT 



<m 



EOV. WnjJAK IL EVABT8, OH BEHALF OP THE WEEREEBH UHIOH 

TEIEOBAFH COMPAHT. 



Janxtaby 17, 1884. 

Hon. WnjiTATff M. Eyabts appeared before the committee and ma^p 
the following statement : 

Mb. OHArBMAN AND GENTLEMEN. When the management of the 
Western Union Telegraph Company desired me some weeks ago to give 
some attention to the matter pending here and to andertake some 
presentation of the interests, wishes, and rights of existing telegraph 
companies, I felt that in some respects the office was one that might 
well be declined. I have never taken part in those views so common^ 
I think, with onr countrymen, of supposing that persons not engaged 
in the management of pnblic affairs are much wiser and more trust- 
worthy in dealing with them than those that are : and I was perfectly 
aware that on this committee were found not only experienced publio 
men bat distinguished and competent lawyers, who might well give, of 
then* own attention, such a disposition of the legal questions as ought 
to be satisfactory. Still, it is always satisfactory to parties having large 
interests to feel that they at least have been heard in such manner and 
by such representation as seems to themselves useftd. 

I have read with attention the presentation made by Dr. Oreen. I 
have read also the interesting and candid view presented by Mr. Hub- 
bard through the press, not so much in contradiction to, as in modifi- 
cation of, some of the views regarding facts which are held by Vtxts 
Western Union Company; and I shall endeavor to abstain as much as 
possible from any recurrence to the topics that have been thus fully 
presented before you, and which are accessible to you for reconsidera- 
tion in their printed form. 
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I suppose that there are three considerations which have brou| 
with some degree of intensity if not of animosity, this subject ii 
ence to the Western Union Telegraph Company. One olf the pr 
points is, no doubt in the popular estimate, in the public disco 
perhaps in the views of public men — and perhaps they are sha 
members of Congress and by members of this committee— what 
posed to be their exaggerated capital; that it consists in great ] 
• what may be fairly considered, in short— for it is perfectly well 
fitood — watered stock. From having conducted in the highen coi 
"Sew York the late litigation pursued against them with great 
ness by certain stockholders who claim^ that the transaction o 
was an unjustifiable exaggeration of stock, an issue of stock w 
value, I am able to give, what I think will not be controverted, 
rect statement upon that subject. 

Standing at $41,000,000 in 1881, as the measure of their paid-up 
this company undertook to buy out two great important telegrap 
porations. They were rivals without l^nefit to the public, thi 
cording to any policy adopted by the Western Union, exemplified 
their purcha se, could not be considered as carrying any advani 
the public. Whether or no they were, as sometimes railroad p 
ties are, brought into existence, not for additional public servic 
for sale, for coercion upon established rights and interests that £ 
vaded, is quite immaterial. Tbe working of affairs was not for th< 
efit of the public. The Western Union, having a right, by law i 
State of New York, to purchase the properties of other telegraph 
panics without stint and to pay for them in its stock, undertoc 
purchase of those two companies, the Atlantic and Pacific and the j 
lean Union. They agreed, as otner parties on contracts do agree, 
what it was worth while for the Western Union to pay, and what w^ 
measure upon which these companies would sell these properties, 
were properties ; they were lawful properties, and the owners had a 
to their own opinions as to what they were worth ; they were prop 
which, if to be acquired, were to be acquired from a motive of 
and advantage to tiiie buyer ; and he had before him always the qn( 
of how much it was worth his while to pay. The elements of thai 
tract were perfectly open and lawful. Certain prices were fixed wM 
volved a payment in the stock of the Western Union, for the t^ 
something like $23,000,000. These companies would take no less. 
Western Union thought they were wx)rth acquisition at that price. 

There came up, connected with this, a question of the increase of 
own stock — a question that need not have come up, but for th( 
that they were acquiring these additional properties and issuing i 
of their company that iMbde the sellers participants in the property 
the profits of the Western Union Company at a certain ratio to the 
vious stock. The Western Union Company had pursued the p< 
not of dividing all its profits, which by law it was entitled to do^ n 
dividing all its profits and then issuing new stock for cash, gettmj 
means of enlarging its plant and its investment ; or, in the altema 
not borrowing money on bonds or debt^ and leaving that a fixtd cli 
upon the property, but of using the surplus cash receipts beyond a 
dividend themselves, investing it in new properties which became a 
of the capital investment in one sense (that is, they were an enla 
area for the earning of dividends), but they were not an enlarged ca] 
for the protection of creditors or in any other sense. 
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Cotemporaneoasly with this purchase of $23,000,000 to be paid for in 
their stock, the question came up for the proper disposition of the mat- 
ter—what shall we do with our old stockholders f Is this $23,000,000, 
if we pay them, to be $23,000,000 to comport with $41,000,000, and so 
be $23,000,000 out of $64,000,000 1 Or, shall we take now the property 
which we have acquired by using cash that might have been distributed 
as dividends in the purchase of property, which property we now have, 
which proi>erty we have kept up as part of the plant before we made t 
new dividends, and which property now measures in a surplus value 
saved finom dividends and not yet added to capital, to the amount of 
$15,000,0001 Of conrse, gentlemen see that this element was to be 
oonsidered in fixing the price that they were to pay for these other 
properties. Were they to pay $23,000,000 out of $65,000,000 ? It might 
be, or it might not be ; or it might be that they would pay $18,000,000 
oat of $65,000,000. I only present it as a regular and solid considera- 
tion for proper determination. The settlement was arrived at: ^^l^o, 
we will now consolidate in a full capital stock the property rights 
of onr stockholders that have been reserved from dividends, that we 
still now have in possession in value, and we make up the stock of 
$80,000,000, of which our stockholders have this issue of $15,000,000 
and you have $23,000,000.'' So far as making it twenty-three eightieths 
inst^id of twenty-three sixty -fifths is concerned, nobody can complain 
of that transaction as incompetent or against any policy. 

The litigation was raided in this way: Although our laws allowed 
the purchase of other property and the issue of stock for it, it assumed 
it was on the basis that there was to be value received. It was not 
water. It was only the measure by which you could acquire property 
Uiat yoa were to pay cash for, measured in cash, paid for in stock in- 
stead. So, too, with regard to the increase of our capital stock. We 
have, by general legislation — all the telegraph companies have — ^the 
power of increasing their stock as they increase their property, but 
only on the increase of their property; and this increase of $15,000,000 
was based npon the idea that besides their firm property representing 
their $41,000,000 capital, they had $15,000,000 of additional corporate 
telegraph investment in Unes, the same as the $41,000,000; not that 
th^ had had, not that there Aad been this aggregation of investments 
which had imssed away or shrunk or been depreciated, but that they 
had been kept up and were then presently in their power. The litiga- 
tion was raised to test this question of whether these aggregations were 
supported on value. 

Tm court of first inquiry, where the proofe were taken, went into a 
tboroae^ investigation by which these bitter litigants sought to beat 
down teth the value of the properties that we acquired by purchase 
and paid for in stock, and to beat down or disperse this idea. I^at we 
have solid capital that might have been distributed in cash dividends 
and was nqw in hand. The result of those inquiries, through long 
periods of examination, brought th^ court to the determination that 
these properties were worth what we paid for them in the sense in which 
they, as properties, were offered for sale, and as properties were desira- 
Ue «Dd were purchased by the Western TTnion. They l^en found, that 
IS matter of fisiet, besides its intact $41,000,000 capital represented by 
Taloe and investment, this Western Union corporation had $15,000,000 
sad mote— several millions more— which was a substantial basis for 
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now issuing stock to stockholders who had been deprived of it t 
dividends which they were entitled to, or might have be<gii euti 
at the will of the direction. On that point the litigation was 
because that was the principal element, after all, which incited 1 
gation and stimalated it. The court found, as matter of faot, aft 
inquiry, that that was so. 

Then there remained an important question of law — whether, t 
being so, the laws of the State of New York, which allowed an iu 
of capital to telegraph companies, allowed such an increase ape 
other basis than a cash receipt for its amount at the time it was i 
There had been no exact a^udication on that subject. We tl 
that the laws of the State, the policy of the State, and the aath^ 
as far as they went, justified the issue. And we came to the cc 
appeals to discuss and determine that question, whether it being 
record and indisputable— indisputable not by consent, but by pr 
invitum in adversumy that the $16,000,000 was in hand — whethe: 
issue of stock without cash receipts was prohibited by any law. 
court of appeals unanimously determined, not that stock could be 
for nothing, but that stock could be tssued to stockholders under 
circumstances just as well as it could have been issued pieceme 
the cash that might have been distributed as dividends, but ws 
Whether right or wrong, that is the law of our State* It is th 
established in a litigated suit, that never for a moment partook < 
least quality of amicable purpose, and by a cOurt as important a 
valuable in our State as any final court of appeals that we hav< 
had. 

Senator Maxey. Did the holders of the $23,000,000 of stock s 
the amount of $41,000,000 already issued, agree to this increase 
$80,000,000 f 

Mr. EvABTS. You mean the vendors of the property! 

Senator Maxet. Yes. 

Mr. EvAHTS. Yes, sir; they did. It was all adjusted. You sc 
importance of the adjustment. It was understood that thej 
$23,000,000 out of $80,000,000. 

The Ohaieman* Do you object to being interrupted, Mr. Evar 
would you prefer to follow the line of your argument to its close b 
being interrogated t 

Mr. EvABTS. I do not object in the least to interruptions. 

The Ghaibhan. Then I would like to ask one question now : Wh< 
the purchase of the American Union Company's lines, for insti 
which you have described as a legitimate purchase to secure the ] 
erty, was for the purpose of increasing tlie facilities of the Wen 
Union Company, or merely for the purpose of getting rid of. a : 
company, and thus maintaining a monopoly f 

Mr. EvABTS. I cannot determine that, certainly as a lawyer. All 
I can say about that is what I have already said, and I intende 
measure my words — ^that the property that they sold was a lawful p 
erty that they had a right, like everybody else, to fix their price a 
The property that we bought was a property that we had a right U 
cure — ^if we acted in good faith towards our stockholders, of coui^ 
upon such terms as made it useful and valuable to our company iu I 
ness, which was the conducting of telegraph business for pay and pi 
and distribution of the profits. I do not know whether we w< 
have bought more property if we could have gone as freely and seen 
in the management of our business without the property. Bat ali 
can ,say about it is what Doctor Green, I believe, has made very 
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parent, that the consequence of the transaction was not an increase but 
a reduction of rates. So that, if we had a laudable desire to magnify 
our corporation and enlarge its area of action and profits, we have done 
all this, not at an increase, but a diminution of the public burdens of 
the telegraph; and we have done it, I believe — although I am talking 
now somewhat out of the general propositions about which I may be 
supposed to have any opinion of value to anybody — in a way that has 
satisfied the public not only that the rates are not increased, but that 
the service is better i)ertbrmed. 

The Chaibman. It must have added very much to the cost of send- 
ing messages by this company to add to the amount of their capital 
that which they put into property which had no value. 

Mr. Eyabts. It increased, if the chairman will allow me, the area 
upon which they were to make dividends, and it took more profits to 
make dividends over the increased stock of the same rate than it did 
over the lesser volume of stock. But otherwise, so far as operating 
upon the real expense of conducting the telegraph business was con- 
cerned, it diminished it. That, I think, is apparent. The pertinency 
of your inquiry, no doubt, should be recognized — ^whether this necessity 
of makiug an apparent dividend of the same amount, but over a larger 
area, does not tend to prevent a corporation from reducing rates as 
rapidly as it might. But that the people must judge of. The question 
is, after all, whether the proper maintenance of the service, so far as the 
public is concerned, is properly kept up and at reasonable rates; and, 
secondly, whether the transactions have been legitimate, as between 
buyer and seller, by persons sui juris and protected by the laws of the 
laud. 

The Chairman. I would like, Mr. Evarts, to have you state more 
fuUy the basis for the statement that it did result in cheapening the 
rates, and what reason there is for saying that if competition had been 
maintained the rates would have been kept higher. 

Mr. EvABTS. I do not say that; but only that the rates after this ob- 
literation of the rivalry, if you please, were not increased, not whether, 
if the rivalry had per^sted and resulted in a cut-throat competition, 
they would not have been reduced. That was my pnrpose. 

Mr. Gabditeb Q. Hubbabd. I believe the average rate has been 
raised. 

Mr. EVAETS. That is a question of fact which I shall not disturb. 

I observe that by some of the questions of the chairman, who has 
given great attention to the matter, and of other gentlemen of the com- 
mittee as well, addressed to Dr. Green, and his replies, that there is a 
difference of opinion upon this question of fact, and Dr. Green, I believe, 
andertook to explore the matter and furnish to the committee more 
demonstration on the subject if he can find it. But I do not speak of 
that. 

Then another incident attracted great attention to this aggregation 
of control over what is undoubtedly a part of the life-current of the 
business of the country, in a most important sense (telegraphic com- 
ttinuicatloiOt ^Q<1 that is the strike. That strike we have no occasion to 
diM:iiss iu the propriety of the claims of the employes or of the resist- 
antii. This is not the tribunal, and the means for that discussion are 
Qot here. But that strike unquestionably attracted attention as a situ- 
ation of public interest. It was seen what a power the employes might 
liave in interrupting this vital current of the business of the country. 
U was seen also how the resistance to overcome these assertions, on 
tb(* part of the employes, of their rights, might involve very serious 
a. Bep. 677, pt. 2 3 
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exercises and assertion of power of repression over what might be just 
complaints — might be just reasons for dissatisfaction. In other words, 
this great conflict between employes and employers was noticed by the 
public as bearing upon public interest, from the qttasi public nature of 
the business that was transacted ; and a good deal of enlistment on one 
side and the other of that question — first in favor of the employes, then 
perhaps against them when it was found that the contest could not be 
short — partook of the character of such unhappy conflict which every 
one deplores, and as yet nobody has been able to see the means of pre- 
venting. That strike, therefore, brought into a sudden, if not a hasty, 
contemplation the question of whether there ought not to be and might 
not be some public administration of this important energy of private 
affairs. 

Then, of course, there is the third ingredient of the nature of .the 
business, being what has occurred under our eyes, in the way of ab- 
sorptions and annexations, by purchase and otherwise, of the minor 
companies as they spring up. That has brought into display the 
monopoly part of the matter, and has induced consideration, whether 
although our people are averse to Government's having anything to do 
with private employments and having anything to do with monopolies, 
certainly in its own management, whether there was not reason for 
finding an analogy between the postal service and the telegraph serv- 
ice that could carry the present telegraphic system over to the Grov- 
ernment. That being so. Congress, public men, public journals, public 
thinkers, have all turned the matter over in their minds, more or l^ss 
responsibly, more or less wisely, and more or less to their own satisfac- 
tion, as to some solution that could be found. 

That brings the matter to the point at which we are now considering 
it. I think I may now assume that the three bills that are before this 
committee, all of them introduced by gentlemen of credit with the 
country as well as in the Senate, and all^ no doubt, the result of their 
own deliberations, and of such consultations as they have had oppor- 
tunity or desire to resort to, these three bills together must, I think, be 
considered as presenting all that is considered wise or is considered 
practicable, or that should be insisted upon in the public interest. 
They are extremely diverse. There is no concurrence between the 
three measures. They all seem to me to have this common character, 
of being tentative, irresolute, and stepping always consciously in the 
dark. I do not mean by that that there is any lack of sagacity, of 
prudence, or of comprehensive and intelligent survey of the ground. 
But 1 think the promoters of either of these bills will admit that there 
are to be developed, by an attempt to .put them in the shape of legis- 
lation and set them at work, difficulties, shortcomings, dangers, and 
complications that, not being capable of being foreseen, cannot now be 
foreclosed by legislation. No one would think for a moment of saying 
that, if either of these bills should to-morrow become a law, the problem 
of substitution of Government control of telegraphs for that of private 
corporation had been accomplished, and that the country was ready 
to-morrow to have the telegraph service carried on by the Government. 
I think, therefore, that I am justified in saying that neither of these 
measures, if it becomes a law, undertakes to provide for, or in any pos- 
sible working can be thought to provide for, the long and indefinite 
interim of time that must dapse before there is a Qt)vemment service, 
and all that time, by this imperative legislation, there has been pro- 
duced a situation which disorders, disorganizes, and paralyzes the 
private enterprise of carrying on the telegraph system. 
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What principles of human nature, what common interests of the com- 
mon people of this country — I mean common to all of them which are 
to be tlie care of Government in all its legislation — are left by which, 
thereafter and before your Government operations are completed, the 
telegfraph service of this people is to be performed at all f , What profit? 
VVhat security f This interest will be struck by the power of Govem- 
uient a blow which, though in itself measured, carries the right and pros- 
pect of blows to be measured wholly by what is regarded as the public 
interest and not at all by any rights that these telegraph companies 
possess. But 1 do not put it so much upon that as upon the necessary 
fact of the motives, the zeal, the combination, the interest which must 
be aggregated in a great mass to maintain such a powerful administra- 
tion of aSfairs as these great telegraph companies possess and control. 
What is there left for them ? They have been weighed in the balance 
and found wanting. The kingdom has departed from them. Audit is 
this new public power, not ready to be exerted, and not ready to take 
their place, that is to conduct, under this disorder and this disorganiza- 
tion, the whole telegraph service of the whole people of the United States. 
If there be any force in this suggestion it would discourage, at once, ten- 
tative intrusion by the Government of illimitable right, and yet of very 
limited occupation of the area. 

All this would tend to show what, I think, the results of this com- 
mittee must,bring them to in considering these different measures and 
finding some solution of them — to a conclusion either that the Govern- 
ment must abstain from any proprietary or administrative intervention 
in this business of carrying on the telegraphs, and limit its authority to 
the Government by the law of that business according to the powers of 
government lodged, as they may be, in the Federal or in the State Gov- 
ernments ; or else, when it is ready to take these properties, take the 
unimpaired, an unbroken, uninterrupted public service, without a day's 
uor an hour's interruption, so that when it proceeds, the system goes on 
and on, with the mastery and the control changed into public administra- 
tion from the private. Of course that involves the necessity of t he Gov- 
ernment beforehand, by such exercise of its power, or by such persuasion 
of contract, as may be at its service to take up the telegraph adminis- 
tration and settle at once the whole question, and proceed thereafter, 
the private interests by purchase, being all solved in money and dis- 
tributed, and the public service unbroken and changed only in its 
mastery and administration. 

I think the committee will be satisfied that a gradual progress of the 
Government in this tentative scheme and method is not compatible 
either with the obligations of the Government, with the interest of the 
Government, or with the rights of parties interested in the present 
establishment. 

Perhaps the committee will permit me to present very briefly what 
seem to me the elements of these three bills. 

Mr. Bdmunds' bill (S. 17) establishes a postal telegraph system in the 
United States, by the first section. That is a decree. GDhere is not 
anything done by that. If that could be done by law, so that by the 
promulgation of that the Government could replace private owners 
and carry on the system, it would meet my proposition. 

He goes on to provide that from this city of Washington four lines 
Bliall be projected — northwest, northeast, west-southwest, and south. 
Three heads of Departments, the Secretary of State, Secretary of War, 
&nd Postmaster-General, are a board to locate these lines; and then 
their extension, which is not fixed in the least, is to be such as Congress 
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may from time to time direct. These routes^ thus established, sh 
conducted by this Oovemment as a part of its postal system. 

That means that it shall be conducted by the Government, an< 
such aid and common administration as the postal system in its i 
permits. 

All the rates are to be fixed by this board, from time to time, 1 
three Cabinet officers. These routes are to be built by the Secret 
War, by the employment of the Corps of Engineers of the Ann 
asme as other public works are built. 

Ko doubt you could find something for engineers to do in putti 
poles and stringing wires on them, but, reaUy, the degree of eng 
ing skill that is required for that purpose, and that is supposed U 
been acquired in a West Point education, does not seem very impc 

The Chairman. Some of these officers have had considerable 
rience in buUding lines. 

Mr. EvABTS. No doubt they are as good people to do it as coi 
found, but yet it is not a matter of high engineering, as it seems 1 

The Secretary of War may acquire right of way by purchase; i 
the ri£rht of way is to be taken, and the parties excluded, by the ] 
of Government, fix>m their property, are to have suit in the Co 
Claims. 

Whether that is reasonable attention to the provision of the 
tution that private property shall not be taken for public services 
out compensation may be within the discretion of Congress. "So | 
in this country has yet ever undertaken an administration of that k 
that, for ten, fifteen, or twenty dollars, or five hundred dollars' wo: 
property taken by the Government in Maine or Texas, the suitoi 
to come on here to Washington to prove by local proof— because 
cannot have any other proof; nobody in Washington knows any 
about their case. That is power; that is not an observance of i 
that is not attention to the point that you are to pay people for 
property by giving them a lawsuit at a distance, with no mea 
prosecution whatever, except at a great loss to themselves. The ai 
is, let them take what the Government offers. That simplifies it £ 

ingly. 

The Chairman. I should say that practically that provision 
little importance, for I do not suppose that the Government in I 
ing its lines would in a single instance encroach upon private r 
they would erect their lines along post-routes. 

Mr. Eyabts. That may be: but a small right, you know, t 
American citizen, is a very valuable right, especially if it is tne 
right he has. I am judging of this measure. It is not an obser^) 
of the constitutional requirement in any sense, as I look at it. 
as you suggested, perhaps, as Mr. Toots says, " It is of no conseque 

The Chairman. This is an entirely different thing from buildi 
railroad through a man's farm or through his door-yard. These 
graph lines wiU be confined to post-roads. 

Mr. EvABTS. Then there is the seizure clause of the 7th sec 
wheriBby the Secretary of War is authorized to " take and use all 
machinery, appliances, &c., except telegraph lines." You cauDot 
them, "whether patented or not"; but if their value is not ag 
upon, the parties are all turned over to the Court of Claims in the 
I have suggested, and there, I think, Mr. Chairman, there migh 
some substantial rights involved. 

Then an effort is made in the 9th section to avoid the inconveni 
of increase of political patronage, by applying civil-service exan: 
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tions to the clerks, electricians, and operators. When that service has 
operated upon the existing system of patronage, there will be more 
confidence in applying it to other systems. It is hardly worth while to 
justify the creation of another system as if this conclusive and effectual 
moral purification had been established as one of the institutions of this 
counti^. Two million dollars is appropriated for tbis, and the law is 
uot to prohibit parties from operating telegraph lines. 

Mr. Edmunds, in a very careful and very frank exposition of this bill, 
made to the committee^ which 1 have had the advantage of reading in 
the public prints, explains this wisdom of the serpent that is found in 
this contrivance of the Government. 

To the suggestion, ''Why not buy the lines! ^ — ^you take everything 
else except these lines — the answer is, "That would be the best way.'^ 
But if you confront the measure in that form, there is no power, he says, 
in tbis country, that he would trust with measuring theui — no tribunal 
that could do justice between the United States on the one side, and 
the Western Union Telegraph Company on the other. Well, if justice 
cannot be done between these parties by any of the contrivances fur- 
nished by our laws and by the character of our people, does it follow 
that, therefore, injustice should be done to them ? It seems to me that 
this is a barrier at the outset to any attempt to deal with this subject 
rightly between Government and present proprietors, if there is any- 
thing in Mr. Edmunds's proposition. I do not agree to it. 1 will agree 
that the price will be larger, fixed on the principles of justice, than it 
will he if it is fixed on the principles of force. I will agree that the 
price will be larger if it is fixed upon the intact property that is to be 
acqtured and preserved for the public use without a break, than it will 
be if it is to be shattered, exhausted, depressed, until the fragments only 
have to be bought. But there is nothing in that result that tends to 
reconcile me to this piecemeal process of cutting down to a value that 
finally some power in the country may be able to deal with. It is that 
by force you depress, you disparage, you destroy the property until you 
have reduced it to a wreck and can then acquire it. And the learned 
Senator says that when you have got it to that point, he thinks that the 
President and the seven members of the Cabinet might be trusted, as 
between man and man, to fix a price upon what is le& 

Uow would thissystem work f What would happen t I^ominally, the 
telegraph lines are not interfered with. Undoubtedly, until these new 
lines are built, there is no practical interference with the service ; the 
ratCM go on ; the emoluments go on. But what becomes of the prop- 
erty invest^Hi in this lawful, valuable, useful business of the citizens 
by which the public are served? Who knows the value of each private - 
person's interest in this aggregate proiierty from the moment that eadt^ ^wm;^ 
a law as that is passed f It is a threat in the future, as it is a dispar- 
agement in the present. If one man owned this property, if it were 
limited in its area, if it could be marked by metes and bounds, and the 
impression of such a law upon itcould be shown, as it could be and would 
be at once, it would be seen that this was not an honorable avoid- 
ance of the duty of paying for private property when taking it, but 
that it was a mode of destroying private property and then paying for 
it at its destroyed rate. 

Senator Maxet. According to that bill if certain great lines shall 
radiate from this point to commercial centers, and from those commer- 
cial centers tq other commercial centers, and the Government conducts 
that bosiness, what will become of the telegraph business out in the 
ooontry at a distance from these great lines 1 In other words, wiU that 
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have the effect of depreciating that property 80 that the p«*o))1e 
those great lineB will not get their basinesB attendee! tt) uiilc 
Gk>verninent does itf 

Mr. Eyabts. It is like stopping the flow of blood in the arteri 
then saying, let the minor ramifications take care of themselves, 
would take care of themselves wonderfally. Take all the blooil 
the jugular vein, or the carotid artery, or the femoral artery, an 
not know what would be done with the ramifications, but I do not 
there would be as much blood to go into them, nor as much to 
propel it, as if you had not thus interrupted the circulation. 

The Chairman. Does Mr. Bvarts believe that if the Gover 
should build the trunk lines, as provided for in Senator Edmunds 
it would stop at that point and not complete the system f 

Mr. Eyabts. I do not believe you would ; but I do not see ho^ 
helps these telegraph companies to know what is going to hap] 
them in the future. That is what I wish to argue against — a ten 
dealing, a progressive dealing. 

I want you to understand that the people of this country w 
have their telegraph service interrupted in this timid, tentative 
that balks the duty of taking if you are going to take, and payii 
if you are going to have it. The absolute interest, of the peop] 
not tolerate any such impractical scheme. Suppose the Western 1 
office would shut up the moment the bUl should pass t I do not sa 
in the sense of a threat. Suppose the corporation should say, '^I 
marasmus for our affairs, though perhaps not final dissolution." 
shall we do about it ? What can we do about it T What ans^ 
there? You have struck a vital blow at the private administrat 
a great trust and necessity, and you have not replaced it. Stoc 
suffered, I believe, some 4 or 5 per cent, by the pendency of these 1 
sic discussicms before this committee. Still, we cannot always tell 
is the cause of changes on Wall street. 

The Chaibman. You will admit that any corporation would hi 
perfect right to go on and build competing lines if it saw fit to do i 

Mr. Eyabts. Yes, sir. 

The Chaibman. They have a perfect right to do it, and they can 
without molestation. 

Mr. Eyabts. Yes, sir. 

The Chaibman. Is there any reason why the Government, in tl 
terest of fifty million people, should not build competing lines wit 
any regard to existing corporations, when the interests of these fifty 
ion people demand that they should have cheap telegraph service! 

Mr. Eyabts. That question does not touch what I am now coufi 
ing, and that is, that the Government should not both do it and u< 
it. No government that I know of has undertaken to establish con 
ing lines and pay the loss out of the Treasury, and fix rates for the 
lie good, and at the same time call that competition with private ii 
ests. That is not competition with private interests. It is destru^ 
of private interests. 

The Chaibman. You must bear in mind, however, that in stai 
any system you must take the first step, and this is only intenck 
be the first step. 

Mr. Eyabts. That is my trouble, that the present propositions m6 
break up and destroy, and with the most vague and immeasarable ei 
I may overestimate it; you may underestimate it. These private i 
agers are better judges than either of us; they have not declared t 
estimate of it. They must look at the thing as it is before they 
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onderstand it. The notion that the Chairman presents is not compe- 
tition by the Government. If this Government were, to-morrow, to pnt 
itself upon the proposition of becoming a private proprietor of a tel- 
igiaph system, planned only upon the uotion of getting the best rates 
uud profits for its management of it, and to rival and oust the Western 
Uuiou, that I could understand, and I think the Western Union would 
beat the Government every time. But that is not the idea. The idea 
is that the public interests, supported out of the public Treasury, are 
to administer the telegraph service not for gaiu but for public benefit. 
Proper ideas, if you please. I do not question them. But do not call 
it competition. Leave money out of the case. It is all pubUc benefit, 
paid for by the tax-payers, under the clause of the preamble to the 
Constitution in regard to the general welfare, as it is said. 

The bill of Mr. Dawes (8. 1016) in the first section says the Post- 
master-General shall establish telegraph of&ces at post-offices, and re- 
ceive and transmit telegrams. That is a decree. 

There, is to be a Fourth Assistant Postmaster-General created to 
manage this business. The stamp system is applied to it at fixed rates. 
No further charge for mail or delivery within half a mile; it is all with- 
in the telegraph stamp. Newspaper rates fixed. All the Government 
is desired to do here is to turn its post-offices into telegraph stations; 
its system of collection and delivery to be applied also to telegraph 
messages ; every message that is deposited stamped the Government is 
to carry; letter-boxes are to receive these telegrams, and they are to 
be sent if stamped. 

But how is the Postmaster-General to do it? You have got the pub- 
lic post-offices utilized, as well as the apparatus of collection and the 
apparatus of distribution to a certain extent. The Postmaster-Gen- 
eral is then authorized to contract with the Postal Telegraph Com- 
pany — nobody else — to transmit these messages. That is to be a 
private service. The whole business of transmission is to be a private 
service. The Postmaster-General is to furnish office accommodations. 
The company has a right to construct lines on post-routes, and shall 
provide lines to every postal-telegraph office at the request of the 
Postmaster-General. They shall keep the lines in repair and perform 
the service. After 8 per cent, of profits to its stockholders the profits 
are to be applied to constructing and extending the lines, and reducing 
rates. The Postmaster-General is to pay the gross receipts of this 
service, after reserving three cents on each message, to this company. 
The corporation is named, is created. It is to have ten thousand 
shares at $100 per share, 20 per cent, paid in, which would be $200,000. 
This company may purchase existing lines by agreement. Then if any 
telegraph company offers to sell all or a portion of its property, it shall 
purchase the same at an arbitrated price, payment to be in cash unless 
the seller prefers to take this new company's stock. The company may 
construct lines and increase stock to the amount purchased or con- 
structed. Then the company is chartered on condition that it shall 
contract with the Postmaster-General for this service at these rates. 
The rates are fixed. If it refuses or neglects, its franchise shall de- 
termine. 

That is all that is attended to. There is not anything to that, except 
that this company — a monopoly by law, secured bylaw — besides its ex- 
clusive franchise in the occupation and use of public property at a com- 
liaratively nominal sum, is to have the right and the power to aggre- 
gate into its )>ossessiou and for its profit this entire business of tele- 
graphing. It is to be limited to 8 per cent, profit on its stock, and 



40 ARGUMENT OF WILLIAM M. EVABTS. 

• 

after that its money is to go to increasiDg its property or re< 
rates — ^no dinsion between the two. It is idl to be optional wi 
company. What more has the Western Union in the feature < 
nopoly than this matter of 8 per cent, dividends — for it has ne vei 
any more— and increase of plant or reduction of rate T But the dit 
with this corporation is that it mns counter to the whole spirit 
legislation of modem English and modem American law on tLe st 
that is determined to strike down forever special privileges for piii 
that can be communicated by general charter. There is no one 
special privilege poss^sed by the Western Union Telegraph Con 
by law. All that freedom of competition, all that the ordinal 
pulse to do the service to the best advantage, all that competitic 
give, it gives to the public, and M is struck down by this bill proi 
for this company of favored names with $200,000 cash in its till a 
immense property given to it by this legislation iti the use of the 
office system, and arrangement and offices and management wh 
let loose upon this community with its 8 per cent, income and : 
definite application of greater earnings to enlarge capital to get 
cent, thereon still and still. 

Now all the States are building up in their interest and by 
policy the freedom of corporations, so that it is no longer a pri^ 
but a common right for people to combine as corporations. The 
lish law allows a certain number of people — a very few — to combi 
do everything that is lawful for a private individual to do. Our 
latioD, in any of the States, I believe, has not gone as wide as thai 
has opened large areas of employments at will to corporations. T 
an alliance between Government and a corporation that is by 1 
monopoly, and that is expected practically to become a monopoly; 
should it not, with these immense benefits conferred by the Go 
ment ? It is the substitute for the performance of public duty tba 
power of this Government is expected to offer to the people oi 
United States. 

The bill introduced by the honorable /hairman of this comm 
(S. 227) is in its nature and theory an adherence in purpose, and i 
perhaps, to the postal system, applying it to the telegraph system 

Provides that telegrams may be deposited wherever letters are. 
ostmaster-General may make an estimate of facilities needed to i 
them, and shall advertise for proposals after he has made that estin 
These facilities — and that is the word UHcd in the bill— may inc 
offers to sell any telegraph or telephone lines, and theTostma 
General may buy or contract for the facilities from other par 
Whenever the Postmaster-General thinks a sufficient length of 
graph line has been acquired, he may establish postal-telegraph ofO 
extend them as rapidly as possible, and may require a guarantee i 
a remote neighborhood where the receipts will be small, that they h 
be sufficient to pay expenses. The rate is fixed at one cent per \ 
throughout the United States. Mails may be used also, and delivc 
within one mile without further charge. There is an additional 
for repeated messages. There is an order of service — first the Un 
States, and then the public. Then there is this provision, which str 
me as novel: '^Any single- rate message may secure priority over 
other single rate messages by prepayment of double the rates." P: 
ticallv, I submit to the Chairman, that would end in everybody paj 
double rates if their messages were of any importance. 
Senator Sawteb. That is common almost all over Europe. 
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The Chairman. I should say that this bill is based on the general 
features of European systems. 

Mr. EvARTS. It struck me as a very dangerous power. 

The Chairman. It is found to work very well in Europe. 

Mr. Hubbard. The Western Union does the same thiug substanti- 
ally. 

Mr. EvARTS. There are many messages sent by rivals in business 
that can afford |o pay a vast rate for preference. It might answer in 
Europe, but I do not believe it would answer here. However, that is 
by the way. 

This bill, I think it will be agreed, is a gradual encroachment, like 
the bear behind Munchausen, which finally left Munchausen riding 
the bear and not the horse, but the horse moved on at the same speed 
as before, notwithstanding the gradual demolition of his faculties. That 
pursues the analogy, that for such attempts, I should think, to recog- 
nize, not the obligation of the Governmeot to buy out corporations, 
buy out business if it undertakes to meddle with their functions, with 
their profits, but to favor at least some reasonable arrangement, and 
does not take by force. The Postmaster General can establish new 
routes and do what he pleases in that respect. 

These measures, in their different forms, are supposed to be justifi- 
able, so far as they proceed for taking property under our Constitution 
and so far as they fenter into the business in competition with and dis- 
)>arugement of hitherto private employments in the habits of our people, 
under some paramount duty of the Government to see that this partic- 
ular service is wrested from private occupation. Because 1 think we 
can hardly suppose that the nominal leaving of private corporations to 
compete with the Government is of any real value to private interests 
that are threatened. 

And besides, that is insecure. How long would that last if it was 
found to interfere with the budget of the Government ! Not a day. 
The Government, committed to this, and interested to show that it was 
a working' aud successful scheme, would be more and more jealous of 
anything like competition at the lucrative parts, where competition 
was possible, and the remote parts would be either very ill-served by 
the Government or not served at all. 

This analogy with the post-ofl&ce, and this analogy also with foreign 
Governments, I propose to discuss somewhat. But first it may be 
worth while to lay down what I regard as the power of eminent domain 
ill the Government. In the first place, the United States does not pos- 
Ke«*8 at all the power proper of eminent domain in regard to any terri- 
tory or property within the States. The right of eminent domain is 
but another form of expressing the right of paramount title under the 
feudal system, and then simplified under government when feudal 
ranks and orders and motives were all thrust aside ; then it was that 
tbiA representation of the lord paramount was left in the government 
an the representative of the king. That right is wholly in the States. 
The measure of that right is the right of escheat. There is no escheat 
to the United States Government of any property in the States ; none 
whatever. Every inch of territory in each State is subtended by the 
right of eminent domain of the State, and the right of escheat is as 
extensive and vigorous as the State chooses to maintain it. 

Under the Constitution, as it stood before the Virginia amendments 
were made, it was verv difficult to find any footing for the notion that 
the United States had any right whatever to take property by compnl- 
flion within the States. The careful phrase In regard to property deeded 
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for such parposes as forts and arsenals even wa« specially provide< 
In the old Constitution, given under exerciseof governmental aatbor; 

To exerciHe like authority over all places purchasecl by the conBent of the ]*' 
tnre of the State, in whicn the same shall be, lor the erection of forts, lua^u 
arsenals, dock-yards, and other needful building.s. 

That was all that related to the acquisition of property by the Ui 
States in the States; and it is only from the permanent clause oi 
fifth amendment, from the prohibitiou against the taking of pri 
property by force, by will, for public use without just coinpensa 
that we infer the power. Tbose who have studied our ])olitics ui 
stand that the Constitution was defended against attacks beron 
adoption for its omission of these various muniments of private ri^ 
which are now included in the twelve amendments proposed by 
Virginia statesmen and carried willingly by the whole country, bee 
all its powers were express and affirmative, and they carried no imp 
tions that would enable the Government to override any of t 
limitations that were sought to be established against the exercii 
power. For instance, it was said the United States cannot legislal 
regard to religion, and the freedom of the press, and so on, because no $ 
power is conferred. The Virginia statesmen said "that is all very ^ 
doctrine now, but it is quite as well to have it expressed"; and I tl 
nobody can question the wisdom of these amendments. 

I do not deny that the United States Government has certain pot 
that it may exercise in regard to property within the territory of 
United States, and of course that covers the whole region of Stat 
well as Territorial governmental control. But it is not under the i 
trine of eminent domain. It is under the clause allowing the enactn 
of laws necessary to carry out particular powers — ^necessary in a h 
and constitutional sense. Thus, in time of war, there is scarcely 
limitation whatever on the power of the Government. Indeed, it is \ 
and war is war, whoever conducts it. It is not law ; it is power, net 
sity, duty, governed and measured by necessity. 

So, too, under the express authorities that are given with, refere 
to post-offices and post-roads, Navy, &c. For aught I know, the G 
ernment might have power in invitum to take, in a proprietary sei 
property for use. But you will observe that for this public purpos 
could not take property and maintain exclusive governmental jurist 
tion over it unless the States consented. There is not an inch wit 
the States th^t can be acquired by the United States for govern men 
control except by the consent of the legislature. The legislature alw{ 
concedes it when it is a proper subject. But that is a vital matter. 

The doctrine of eminent domain has one other limitation in the pro: 
sense. It is connected with this matter of soil. It is taking a p 
ticular piece of property. I am not talking about there being or i 
being other rights. But eminetft domain is taking a particular pi< 
of property because the sovereign needs that i>articular piece 
public service, and therefore questions of profit or advantage will i 
be allowed to control the matter. It is but the ordinary duty of 1 
Government to pay for it, and it is the privilege of the citizen to kn 
what it is worth, and not to sell even to the Government uuless 
wishes. Even in the despotisms of the Old World Naboth's vineya 
could not have been acquired when Naboth would not sell it. But th( 
is nothing in the notion of eminent domain that justifies the idea tl 
this Government has a right to take property at larfje, not connect 
with locality and with that peremptory necessity, at a price that 
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fixes, because the owner will not part with it. Let it buy from some- 
body else its property at a price that is satisfactory to the Government. 

It is not an answer to the citizen that whatever he puts a price upon 
which the (S^overnment thinks is too high, the Government has a right 
to take at a price forced upon him by arbitration or some other legal 
estimate. Then all this matter of tbe right of this Government must be 
found in its necessary exercise — I am not talking about the exact 
meaning of necessary — or proper exercise, not measured, however, 
by the price for other property, if there are other modes of accom- 
plishing the purpose. The Government is not entitled by the mere 
fact that it thinks the price asked is too high to acquire at a price in 
invitum. Eminent domain does not apply. 

I^ow, we have the clause as to post-offices and post-roads. Mr. 
Edmunds suggested that even under the financial powers of the Gov- 
ernment there might be authority to take this agency. But the nearest 
analogy is to post-oflBces and post-roads. Is that a very near analogy? 
The post-offices and post-roads clause, as a power, has never been ex- 
tended by the Government as encouraging or justifying the carriage of 
mails; I mean as a system. In some regions it is a necessity. But 
where the energies and activities, and resources and capital of the peo- 
ple were at service to hire at reasonable rates under competition, the 
po6t-ofiice service has never been carried to that extent ; it has never 
been administered to that extent, and the people of the country have 
had no experience of any attempt to administer it to that extent. They 
have never se- n an army of post-office officials that was numbered and 
employed in carrying the mails of this country by rail and by coach all 
over this country. I do not think that the people of this country incline 
to extend the post-«>ffice service in that direction. What have they 
done f When they have found that that service might be impeded by 
the selfishness or the grasping power of this or that railroad corporation 
that must carry the mail, because the Government cannot carry it by 
horses where there is a railroad, power has been given to regulate the 
rates by law. That is the law of Government ; it is not its power or 
force. 

But look at the post-office service that we have undertaken. This is its 
simple basis, that for the people having occasion to transmit their corre- 
spondence offices shall be open where the citizens may deposit. The 
letters deposited shall be assorted for distribution over the routes, shall 
be received at offices where the citizens shall come and get them. Now, 
that is all. We have improved it by getting the postal-box stations, by 
collections, by personal delivery by mail carriers — useful incidents in 
large places. But, after all, it is nothing but the undertaking of that 
doty, and undertaking by contract for all modes of transportation in the 
public service, and further by providing securijby for the correspondence 
that the Government protects by penal laws — very severe, too — the se- 
crecy of the mails. The Government first, by tradition, was a necessary 
deiK>sitary of this authority. In the second place, there was always one 
very powerful consideration: While the correspondence of people was 
rital to them in the pi-eservation ot its integrity and secrecy, it should 
not be trusted to a less powerful, to a less honorable, custodian than the 
Government. These have been the leading ideas. So long as they were 
conserved they were imperative, and the rest was left open to private 
employment in carrying the letters; that is, in the employment by 
the GoTernment of private agencies for carrying the letters. Then 
there came an invasion of routes that were profitable by private enter- 
prise, and ^e cannot now treat it as less than an entire system. 
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You will observe in this management of the post-office that it was 
never undertaken by the Government and never needed to be under- 
taken by the Grovernment except what may be called for a general ad- 
ministration. The Government undertook that at certain hours of the 
day all letters that were found in the boxes should be sent, and at a 
certain other hour of the day persons should call and get their letters 
at the post-offi' e delivery. And the carriers, who go twice a day and 
three times a day, or, as in the city of New York, four or five or six 
times a day — that is an improvement on the simple plan. That is the 
system. In other words, the Government never undertook anything 
except the transmission, in bulk, of letters, and to deliver at this or 
that post-office, in bulk, and then have each person come, at such con- 
venience on the part of the postmaster as might bd, to get his letters. 
Whereas the business of the telegraph is, upon its own motive, and 
history, and necessity, a recent and entirely diflferent system. It is not a 
trust to give transportation in bulk and distribution in bulk. It wants a 
system that proceeds directly between the sender of the particular mes- 
sage and the recipient of the particular message, each having a private 
and peculiar contract in regard to that onemessage, and that is this : That 
it is to be received, that it is to be transmitted in order of reception, that 
it is to be delivered as a private and personal errand at the moment of 
its reception. Is the Government going to undertake that service for a 
community like ours, that makes the telegraph the means of transporta- 
tion for three-quarters of the bulk of its messages upon business, for 
profit ? There are many social errands as well as those of necessity, 
and a great many others that might go by mail, no doubt. It seems 
to me that, as paramount wants under private contract are thus secured 
with the telegaph companies, the people of the country are not ready 
to submit the administration of those special, direct interests to the 
common, easy-going management of the post office or to any manage- 
ment which is not protected by their recourse for accountability and 
for damages if it is found that one message has been delivered out of 
its order in preference to another, and injury has been done. They tell 
me at the Western Union office that that company has been sued for 
fifteen minutes' difference between the reported date which they put 
on every message when they hand it to you, of the hour and moment 
when it was received, and the time that it was delivered. They are sued 
lor errors, for faults, and they are errors and faults that the private in- 
terests are not effectually served in unless there is recourse for dam- 
ages, and that recourse held in terrorem over the system. But this Gov- 
ernment system is sure to end in the assimilation of the telegraph (serv- 
ice to the postal service, in its generalization and gradual degradation 
from being'a personal contract with the sender of each message. 

Senat^ir Maxey. Upon that point I would like to have your views. 
Under the clause of the Constitution granting power to establish post- 
offices and post-roads the system of transmission and delivery is exclu- 
sively in the Government. The Government has exclusive control, and 
it has been so decided. 

Mr. BvARTS. Yes; no doubt. 

Senator Maxey. Suppose that under the postal clause of the Consti- 
tution this telegraph system is made part of the postal system, would 
that be exclusively under the control of the Government, like the trans- 
mission of letters? I would like to have that understood. 

Mr. BvARTS. Well, if ex propria motu ex proprio vigore^ that clause 
gives the right to bring under it all the new faculties, as it is claimed, 
in civilization, you wo^d not be able to make any distinction between 
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the power of Gojogress under this new facility and the old. But Sena- 
tors have not misunderstood my pointy and that is, that this Government 
has always abstained, even in regard to letters, from doing anything 
bat furnishing the depositaries and making contracts with private en- 
terprise to transmit them. 

Senator Wilson. The idea I gathered from the question of Senator 
Maxey is this: Whether, if this power belongs to Congress in any 
sense, and during a period of its non-exercise it could be exercised by 
others, an assumption of the exercise would make that power exclusive 
in Oongress. 

Mr. E VABTS. Of necessity. 

Senator Maxby. The point I make is this : I think the Supreme Court 
has decided, in the Wells-Fargo Express Company matter, that the 
Government of the United States has the exclusive right to transmit 
letters, &c., and that the attempt to do it by express companies or 
otherwise is a fraud upon the revenues of the Qovemment in the matter 
of its postal charges, ^ow, the i)Ost-of&ces and post-roads being under 
the exclusive control of the Government, if this telegraph is to become 
a "psat of the postal system, why should not that be under the exclusive 
oontrol of the Government t 

Mr. Eyabts. As a matter of right on the part of the Government, it 
would. I do not suppose ttiat in regard to postal transmission it is not 
in the power of the Government to allow concurrent competition, and 
it is within the power of the Government to exclude it at any time, and 
if this comes in, it must come in under that excluding power. 

The Chaibma}^. That is a matter of statute. 

Mr. Eyabts. Yes. 

The Chaibhan. It has nothing to do with the Constitution. There 
is nothing to prevent Congress from repealing the statute. 

Senator Maxey. But does it not follow that Congress has power to 
ma^e it exclusive f 

Mr. Eyabts. Tes, it is deposited within the leaves of that power as 
a part of that power. 

What is the analogy between other Governments and ours? In the 
first place, the Governments that have taken this up in Europe are those 
whose territory and whose institutions, whose populations and whose 
make-up in general may be considered as completed. The only changes 
that take place are in the movements of their population to get out of 
those countries and come to ours. Besides that, originally the Govern- 
ment was the source of all right and authority. But gradually the 
people have acquired certain rights which they have insistsd upon at 
the utmost extremity from time to time. But in our country changes 
we in progress all the while. Population is moving. Territory is being 
brought within the range of occupation by great waves, great advances, 
and there is nothing like homogeneity in the necessities and notions of 
the i>eople of this country from the rim of the Atlantic to the great re- 
gions of the intermediate valleys and the coast of the Pacific. We are 
making this country all the while. We are making it and have made 
it on the principle that the people are those interested in what was 
made, and were the best, the most energetic, the most capable as to 
their own interests in thus developing this country. And it has come 
to be a maxim and a practice never encroached upon except upon the 
mo«t definite and dear right and duty of exception, that the Govem- 
ment was not to carry on any business of the people; that it was not, 
under schemes of revenue or what not, to undertake that as to which 
there can be no competition, to undertake absorption of this or that 
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matter of common right and its common exercise. We have prospered 
under that principle, and we like it; the people like it, and the Govern- 
ment likes it. 

In the second place, our administrative system, with all the advan- 
tages that it possesses of interesting large masses of our people in active 
politics, does not so completely restrict the questions of appointment 
to office to the mere public service, and making the occupants of office 
so completely mere public servants, as the systems of these European 
nations. What is needed here, as every one wiU see, in the administra- 
tion of this vast complicated web of millions of private personal con- 
tracts, made for each message, is the vi^ant eye, the ready hand of 
the master, that, dealing with employes in the proper sense of employes, 
justly, kindly, rightly, let us hope, but nevertheless without delibersr 
tions of what minor counsels of politicians would say as to whether on 
the whole the change of a telegraph operator is for the good of the 
neighborhood or the advantage of the party. 

So, too, with regard to our public servants distributed all over this 
country. There is no one of them thinks of himself once as a public 
servant where he thinks of himself a hundred times as a public master. 
There is not one of them, that in any habit or lii\e of duty or feeling, 
looks on this public administration here in Washington in the relation 
entirely of a great Government of which he is a humble member, but 
a great representative of a greater constituency of which he himself is 
an important member. I do not use this in any other sense than this: 
That a postmistress in a little to^n — and I believe they are very often 
found in towns of some considerable size in England and on the Conti- 
nent — ^is nothing but a servant, not in the sense of performing menial 
service, but in the sense of an employ^, just as these telegraph opera- 
tors under the Western Union Company are now. And the question 
always is of fidelity, of duty, of permanence, if they are faithful and 
dutiful, and of removal, without agitating the community, if they ajce 
not. So that analogy does not apply. 

Another thing. We have not yet given up, and I hope we may never 
give up the proposition that whatever may be the great and necessary 
powers of the National Government and of its authority to execute 
them with vigor, after all, the essential idea is of this people in the frame 
of their Constitution, and in its administration, that the domestic, every- 
day interests of the people are wholly committed to the governments of 
the States. It is neighborhood government. Of course, when States 
become vast in population, as Few York is and as Texas is to be, this 
notion of neighborhood government loses some of its force. But, as Mr. 
Ellsworth said in the Constitutional convention, when the question 
whether a consolidated or a Federal Government was to be determined 
upon: '^For the people of Connecticut, we are unwilling to trust the 
General Government with our domestic interests." 

We got along very well with no Federal officers distributed through 
the country in any important numbers for many years, except in this 
very matter of the post-offices; nothing else. There were no internal 
taxes. - We had considered that the custom-houses should be on the 
sea-ports and on the great lakes, and nowhere else. But now we have 
extended the system. The desire of equality — a proper desire — ^has 
carried custom houses away into the interior. And then we had the 
internal-revenue system, now being gradually obliterated, and finally, 
as may be hoped; and now we are asked to introduce, not a system 
limited to the local management of a post-office, leaving the contracts 
for the carriage of mail all to be matter of private enterprise and con- 



ARGUMENT OF WILLIAM M. EVARTS. 47 

tract) bat we are asked to introdaoe a system that is to make Federal 
offices and Federal officers for the entire baainess of carrying on this 
postal- telegraph system. An army of 30,000 people, it is said, distributed, 
and all, be sure, mingling in that double capacity of public service and 
of public management that is inseparable apparently from the holding 
of office in this country. 

The Chairman. The president of the Western Union stated the num- 
ber between 8,000 and 10,000. 

Mr. Eyabts. I remember that there, was a considerable range of fig- 
ures; but that left out all these boys. 

The Chairman. The messengers, yes. 

Senator Satjlsbuby. I think he estimated that, including messen- 
gers, there would be 25,000 or 30,000. 

Mr. Eyabts. Then there is a class of employes that I do not see to 
have appeared much by name; that is a corps of repairers. I believe 
they caU them linemen, men that go up the poles with progs in their 
heels, and they must be a part of the regular corps of servants. You 
would not send officers of the Army up in that way to the top of the 
poles, and you cannot go, as we do, to a plumber when there is a leak, 
and take our chances of oeing served before the next frost. We must 
have this corps. I do not know what their number would be, I am 
sure. You may be sure there would not be any fewer of them tha n was 
necessary. No member of Congress would want any fewer in his dis- 
trict than there were in some other district ; and if there were fewer, 
his constituency would have a new member of Congress that would see 
after their interests. This is a very serious matter. 

The Chairman. There are over 60,000 men in the post-offices of the 
country, and, to a large extent, the postmasters and clerks will do the 
telegraph work without an increase in the force. 

Mr. EvARTS. I am aware of that. Mr.'Edmunds estimated that there 
would be only about one-third additional required. 

The Chairman. It would not be so large an addition on the present 
amount of business. 

Mr. Eyarts. I am aware that a great many men in the postal service 
do not do anything now, and they could do it just as well with two em- 
ployments as with one, I should think. 

Senator BaWy^r. A great many of the employes are now in the em- 
ploy of railroad companies : that Would reduce the number very much. 

Mr. Eyarts. Yes; that I understand. All that has been considered 
by Mr. Green, and by Mr. Hubbard in his article, and I do not wish to 
reconsider these matters; I wish only to treat of the important traits 
of the system. 

There are two interests to be considered; first, as to construction; 
and, second, as to maintenance, as I have adverted, more or less, to 
what may be applicable to both. Of course I am talking of other sys- 
tems than that which fairly presents the Government as purchasers to 
the telegraph companies that are now occupying the ground and per- 
forming the business, and as in any lawful pursuit, and have invested 
scores of millions of dollars ; and I am talking about dealing wiUi it 
in some other way than that of coming frankly forward and saying, 
^^We wish to take your system : it is impossible that there could he 
competition between us and you oecause your motives are gain and our 
motives are public service." Indeed, Mr. Edmunds says, in regard to 
his process of reducing these corporations to reasonable terms, that it 
will operate upon their interest and their patriotism. People have got 
to be patriotic and sell their property to the Government. Why should 
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not the Govermnent be dutiful to the people and pay them what it is 
worth! I am talking about other modes than that. Construction will 
go on, no doubt, Mr. Edmunds thinks, when he suffgested to your com- 
mittee that the gradual working of this business will gradually compel 
all these people, suitors to the Government, to take their property off 
their hands at any price. That does not seem to be a justifiable pur- 
pose of any Government, much less of a Government with whom the 
people are paramount from every consideration. But I cannot pay at- 
tention to motives and plans that end, in their victory, in such subju- 
gation of private interests. 

Now we come to construction. We have one department of the 
Government in which there cannot properly be competition, X)erhap8, 
because the Government is responsible that every possible provision 
shall be made for the stress of naval engagement and supremacy. I 
am not expressing popular opinion at variance with that of discussions 
in Congress, but I believe that by concurrence between the discussions 
in Congress and public opinion, our Favy, for some reason or other, has 
been built down, as we may say, to the water's edge. I do not see that 
there is much left in the way of the building of that Navy that will not 
end in its absolute submersion. I think the Navy Department — I do not 
refer to persons— K)r the province of the Navy, may be fairly said to be 
under our experience a province in which men accumulate and ships de- 
cay. I do not see that there is much encouragement in our experience 
in this branch of the public service. 

Mr. Hubbard. Is it more than the private navy! 

Mr. EvARTS. The private navy is subject to the law of competition, 
built for trade. The Government Navy is not built for trade. I am 
told that our custom-house 9>t Chicago, which under our system has 
been a Government structure, was burnt down in the great fire ; Chi- 
cago has been built up and burnt down again and rebuilt, and the 
people have forgotten that there was ever a fire there, and our custom- 
house is not finished yet, and the floors, they say, are worn out before 
the building is finished. We have investigations everywhere about 
supervising architects, under our system of pubUc buildings distributed 
all over the country, a system which I certainly have no aversion to 
and have no doubt has been administered as well as it is easy for a Gov- 
ernment to administer such things. 

I do not think our people have any particular confidence that our 
system is so well framed for managing property and private enterprises 
and interests as the people themselves are^ and when it comes to ad- 
ministration, if you actually carry on busmess, which the post-ofBce 
does not do and never has, on this scale and of this peculiar nature, I 
do not believe the people would have the least confidence in its man- 
agement. There would be a reaction, which, if Congress did not 
repress under this power that Senator Maxey has suggested, would 
lead to private lines on the great routes where the public could make 
an individual contract for every message for its specific performance 
and have their recourse for damages. But to enter upon that enterprise 
would be at the risk, the admitted risk, of the Government undertak- 
ing to suppress it in order to swell its own revenues and protect the 
Government telegraph. Whether the people in England are as well 
served as here — which I do not believe — or in France, or in Germany, 
they could not be as well served on the outskirts when the population 
is moving and moving all the while, and which insists that in its ex- 
tremities it shall feel now the full vital current of our prosperous wealth 
and of our advanced civilization. No emigrant goes to the farthest 
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point now with any expectation of privation or separation from sympa- 
tbj, from knowledge, or from the gratifications of civilization. Th6> 
railroads and telegraphs are in advance of the settler and pull him; 
along into civilization. He is not driyen, as before, by necessities, oat 
of civilization into a trial of hardship^ or suffering, or privation. 

Now let us look a little at the existing law, and that is the law of 1866, 
for I have occupied now more time than I think it was right to ask you to 
listen to me, or than I supposed I should wish to fill out. That law is not 
a contract with telegraph companies that the Government will ever buy 
their routes or any part of them. It is not a contract that was meant to- 
call into exercise the powers of government by eminent domain, or the- 
war powers, or what not. But it is, in the sense in which citizens have a. 
right to deal with the Government, which is a footing different from that 
between citizen and citizen, where each party is under no obligation to* 
the other, and each is making a contract of interest — an interest in th& 
sense of value and mono}' — ^but in the sense in which citizens make con- 
tracts with Government as to a policy, as to a power, as to a purpose^ 
it is in every proper sense a contract, or understanding, or agreement 
that the Government recognizes this property, as all property, to be un* 
der its protection ; and that, as there is pending — floating, if you please,, 
in the foture — an idea that the Government may need to take and ad- 
minister this system, that these companies shall not push the Govern- 
ment to an exercise against an unwilling people and against the habits- 
of a free people, of compulsory subjection of these great investments to 
tlie purposes of the Government ; and it takes from this people, thus upou 
the consideration of the advantages accorded to them besides, the coun> 
tervailing service to the Government of carrying at rates that the Govern- 
ment may fix. For we yielded a great deal there, although to a Goyem- 
meut; we did not yield it to privato companies ; it is to a Government that 
citizens yield these things, to a Government that has no sordid, no calcu- 
lating, no competing interests with private persons, but is controlled by 
motives wholly pertaining to Government that can do no wrong, that 
cannot be assumed to meditate any wrong. The Government then said 
to them, ^'Do not push this Government to the necessity of dealing with 
3'our collected and aggregated properties in invitvm against the w^l and 
the habits of private interests and of free society; tell us now that after 
five years, giving you space to accommodate your interests to it, you agree 
that we may have an arbitration to determine by consent what your prop- 
erty shall be taken at." When you consider that this is not an adverse 
communication, an accommodation of adverse interests between private 
parties, you see that this law has taken upon it in shape and vigor, in 
motive and in morals, every obligation of this Government to deal with 
these people, if thia substituted management by the public shall be im- 
pressed upon this property, the acquisition of it, not at the price of the 
Government, not at the price of the parties^ but as all other people fix 
what is a regular and a just price. These immense investments have 
Iteen made under that idea, as an alternative, that unlimited profit wasl 
no longer at their command, that the Government had given them no- 
tice ^' we may conclude after five years that the public must administer 
this public service, and we do not want to have a resistance to us under 
the right of eminent domain, under the tyranny, as it will be called ; and 
now it is necessary that you will not assume to fix a price yourselves,. 
and stand upon your rights, but that you will agree that whenever the 
price is fixed upon methods that are just, you would sell this property.?^ 
Undoubtedly, the Government desired that; undoubtedly, these people 
felt that they must concede it; but they felt, having conceded it, that 
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tbey bad a right to go on and invest their property, inviting the 
erty of the unprotected part of the community , not the specnlatorj 
the operators, not the capitalists, but all who looked at the stock ma 
and the dividends to determine whether an investment was valual 
not for their frugal means — they had a right to feel thus and to 
out to the people of the United States that after the statute of 18C 
are sure to continue the business, or we are to have it taken of 
hands at a fair valuation. And see what the Government got by 
They secured, to be taken into the calculation of all these compa 
this obligation and exposure: that unless they did perform a great 
valuable service to the acceptance of the public at large, unless 
did graduate their rates to the enlarged revenues and the cheap 
processes, this contract, that they had made, laid them at the feet o 
Government without recourse and without com|)laint to the subs 
tion of ownership and management by the Government upon this s 
lated compensation. 
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Friday^ February 8, 1884. 

Mr. Gabdineb G-. Hubbabd appeared before the oommittee and 
made the following statement : 

Mr. OHATBltf AN AND GENTLEMEN OF THE COMMITTEE. Mr. Evart^ 

commenoed his argament yesterday by a statement of the causes which 
in his opinion had led to the interest which prevails at the present time 
npon the subject of postal telegraphy. Perhaps I can do no better than 
by giving my views. 

The first pablication that I ever made on the postal telegraph was in 
July, 1868, and in the winter following I appeared before this commit- 
tee. I then urged as the main grounds for a postal telegraph the same 
reasons on which I now rely : That the rates are too high and irregu- 
lar; then there was one rate for a telegram from New York in one direc- 
tion 50 or 100 miles, another rate to a place at a corresponding distance 
on the other side ; the rates were higher in the West than in the East, 
higher in the South than in the West, higher on the Pacific slope than 
on the Atlantic coast; that in point of fact there was no system, every- 
thing was in a chaotic state ; that the average rate was over a dollar 
per message. I also stated that the Western Union Telegraph Com- 
pany, being a monopoly, did not employ the latest patents and most 
approved Instruments, and that there was then an invention of Mr. 
Steams in operation in this city by which messages were sent in oppo- 
site directions at the same time on a single wire. Mr. Orton, the presi- 
dent of the Western Union Company derided the idea. The committee 
went with me and witnessed the operation of that instrument, and as 
Mr. Orton subsequently told me, before he left Washington he had com- 
menced negotiations which resulted in the purchase of that patent, from 
whence foUowed the development of the duplex and quadruplex sys- 
tems. The next year we came before the committee again. During the 
year the company had tabulated and reduced their rates. 
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Then other improvements were suggested, among them that nies; 
should be sent in the night time at half rates. Mr. Orton ridiculei 
idea, but l)efore the following session of Congress half rates had 
introduced, and that argument was taken away from me. 

And so, year after year, as new objections were presented, tho.*5 
fects were remedied and the system improved. In the course of 
discussions I stated that it was one of the peculiarities of the telegn 
business that every great reduction of rates was followed by a larj 
crease in the number of messages, without a corresponding increa 
the expenses. This Mr. t rton and Mr. Wells, in arguments subni 
to this committee on behalf of the Western Union, denied, saying 
as the expenses increased with the volume of business Mr. Hubb 
hypothesis was incorrect, and no great reduction in rates was posf 

What are the facts of the case, as shown by the reports of the \ 
em Union Telegraph Company f Mr. Orton, in one of his reports 
that the reduction, was hastened by the Western Union in conseqv 
of these proceedings. In 1868, the year before this discussion 
menced, as appears by reference to the report for 1878, the rates 
reduced 5 mills; the next year, 1869,15 cents; the next year 13 a 
the next year 6 cents; the next year 3 cents ; the ne)ct year 3 cents 
next year 7 cents; the next year 9 mills; the next year 3 cents: 
next year 7 cents, and the next year (1878) 4 cents. And there, ge 
men, the reports of the reduction cease. The rates were reduced ii 
years from $1.04 to 38.9 cents. 

The Chairman. Those are the average rates f 

Mr. Hubbard. Those are the average rates. As the result of t 
discussions before this committee the rates x^ere reduced from $1A 
38.9 cents, and they have never been reduced, according to the lett 
Dr. Green to me,* but 9 mills from that time to the present. The i 
age cost was reduced from 63 cents to 25 cents. 

The Chairman, What do you mean by the average costt 

Mr. Hubbard. The average cost of transmission per message. 

The Chairman. That is, the cost to the company f 

Mr, Hubbard. The cost to the company, li, • .•; ^eti% tt • 

Senator Sawyer. "Does that take in the itteffeA onHhe capitj 
just the operating! 

Mr. Hubbard. It includes the operating expenses and the renta 
leased lines, but not the profits upon the business. 

Senator Sawyer. It is their actual expenses f 

Mr. Htjbbard. Their actual operating expenses and the rental 
the leased lines. 

We will next ascertain the effect of these reductions upon the I 
ness of the company. First. It increased the number of telegrams i 
6,000,000 to 24,000,000—400 per cent. Second. It increased the 
penses from $4,000,000 to $6,000,000— only 50 per cent.; four time: 
much business with an increase of only 50 per cent, in expenses. Ti 
It increased the net profits from $2,600,000 to $3,500,000—48 per c 
When it appeared that the Western Union had determined to conti 
the reductions of rates I felt that my mission was performed ; thj 
they persisted in this course the people would have what they pri 
pally desired — a low and soon uniform rate of telegraphing. Mr. Oi 
was so thoroughly convinced of the truth of mj' propositions that in 
year 1878 he recommended to the executive committee of his comp 
a reduction of their highest rate, which was then, I think, $3, to 
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The executive committee reduced it to $1.50 ; and yet within less than 
a year Mr. Orton told me that at that rate the profits were greater than 
under the higher rate. 

In 1878 the Western Union ceased to report the average rate, cost, 
or profit upon the transmission of messages. If we examilie the reports 
of the Western Union we shall find that about that time there was a 
change in the policy of the company. The capital, from the year 1866 
down to 1878 had remained unchanged, except that iu one of the years 
the Western Union reduced jts capital about $7,000,000, using the money 
in the treasury to buy this stock, retaining it as an asset in the treas- 
ury. In the yeai* 1879 the policy was changed. A stock dividend of 
$6,000,000 was made. In the year 1881 two other stock dividends were 
made of $20,000,000. Mr. Evarts was not acquainted with all the facts 
of the case relating to the transactions of that year, and he did not 
on that account state the true effect of the contract which in that year 
was made with the Atlantic and Pacific Telegraph Company. He stated 
that the Atlantic and Pacific were paid a certain sum in the stock of the 
Western Union for their rights and franchise.^ In 1877 the Western 
Union purchased a controlling interest in the lines of the Atlantic and 
Pacific Telegraph Company, or 72,000 shares, for $25 a share. This 
^ve them the complete control and mtnagement, and by the purchase 
of the remaining shares it saved a few office expenses and a sinall divi- 
dend upon those shares. 

Befiator Wilson. What was the par value of those shares? 

Mr. HuBBABD. The par value of those shares was $fOO. In 1881 the 
Western Union purchased the remaining stock, 6,800 shares, at $60 per 
share, although worth less at that time than the 7,200 shares were 
worth in the year 1877. They also issued their own stock at the rate of 
^60 a share for the 7,200 shares in their treasury, and made a stock 
dividend of that amount, or $4,320,000 to their stockholders. 

Senator Sahlsbuby. Then they paid more for the remaining stock 
which they purchased at $60 per share than tbe market value at that 
time. 

Mr. HuBBABD. I am very sorry that there are no representatives of 
the Western Union here, and therefore I trust that the chairman will 
submit these remarks to them when they are printed, so that if I make 
any mistakes in the facts of the case they may be corrected. They are 
important statements that I am now about to make, and I do not wish 
to have the committee rely simply upon my assertion. 

The question of Senator Saulsbury, os I understand, is this: Was 
the property worth $60 in 1881? 

Senator Saitlsburt. Yes : was that the market value of the stock of 
which they bought the remaining shares ? 

Mr. HuBBABB. I think the market value was much less. The At- 
lantic and Pacific Telegraph Company was then controlled by the West- 
em Union, and its dividends were very small. If common report is 
correct this stock was mainly held by parties largely interested in the 
Western Union Telegraph Company. So that it was not like going into 
the open market and buying stock ; but here the seller and the buyer 
were the same party, and therefore the price was easily fixed. 

At the same time the purchase was made of the lines of the American 
Union, for which $15,000,000 in stock was paid. Bumor also says that 
the same parties who beld the American Union stock held the stock of 
the Western Union. They therefore made a contract at a price to suit 
themselves. They consulted their own interests, but not the interests 
of the public. 
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Mr. Evarts says tlie business of the Western Union is to earn divi- 
dends for its stockholders. But here, Mr. Chairman, I beg to take issue 
with Mr. Evarts. The Western Union is not a private corporation, but 
a quasi public corporation, with duties primarily to the public, second- 
arily to its stockholders. But the executive committee issued as much 
stock as they thought the public would pay dividends upon. And that 
is the criterion of the value they placed upon the stock of the Atlantic 
and Pacific Telegraph Company and of the amount of stock which they 
issued for the American Union, $23,000,0p0. No wonder, gentlemen, 
they ceased reducing rates and heaped capital upon capital for the 
purpose of exacting from the public all the money they could. 

But they did not stop here ; they were not yet content. They build 
cables across the Atlantic at a cost of $5,000,000 or $6,000,000, which, 
were of little value, as they had no connection on the other side of the 
water, and only a poor connection on this side. If the Western Union 
Telegraph Company leased them they would become of immediate value ; 
and so the Western Union leased these cables for $700,000 a year, rep- 
resenting at 5 per cent^ a capital of $14,000,000. It was the lease that 
made them valuable, and not the cables, for the Western Union Tele- 
graph Company went to the managers of the Atlantic cables apd said^ 
" Gentlemen, we cJontrol the eittire business from America to Europe, 
and can secure a portion of the business from Europe to America ; are 
you now willing to pool this business, or shall we run in opposition to 
you f " The cable companies agreed to pool the business. And thus 
the cost of cabling from one country to the other is increased, as well 
as the cost of telegraphing on this side of the water, with little if any 
gain to the Western Union, and an almost certainty of loss if other 
cables are started. 

Senator Palmek. The first rate for cable messages was $1 a word, I 
believe f 

Mr. HUBBABB. Yes, sir. 

Senator Palmeb. Then it was reduced to 2 francs* 

Mr. HxJBBABD. Yes, sir ; it was subsequently reduced to that amount, 
but not until very recently. ' 

Senator Palmeb. Have they ever been lower than thatt 

Mr. Hubbard. Yes, sir. 

Senator Palmeb. Were they before the combination f 

Mr. HuBBABD. Before the combination the rate was 12^ cents a word. 

Senator Palmeb. And after the combination the rates were raised f 

Mr. HxjBBABD. After the combination the rates were raised. The 
natural result of buying these lines was more competition. Very soon 
the Mutual Union was formed. Parties, as rumor says^ interested in 
the Western Union purchased an interest in the Mutual Union, and then 
the Mutual Union was leased at $500,000 a year, representing 5 per 
cent, intei-est upon $10,000,000 j but instead of further watering the 
stock the cost of telegraphing was increased by adding the rental to the 
expenses. 

Nor was this all, for about the same time a question arose as to the 
lines of the Northwestern Telegraph Company that had been running in 
connection with the Western Union. Should the Western Union lease 
them or run opposition lines through their territory ? The stock of the 
Northwestern Company was doubled, and its lines leased by the Western 
Union at this inflated value. So that question was solved and a new 
burden heaped upon the public. 

Is this the way that a great company should treat the public, or even 
its own stockholders? Did they not know that by this course newcom- 
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petition would arise I If they had only studied the history of the tele- 
graph, and some of the directors mnst have known it, they would have 
foreseen the result, for prior to the Atlantic and Pacific the Pacific and 
Atlantic had been bought out; prior to that the Franklin; prior to that 
the Merchants and Brokers'; prior to that the United States; prior to 
that the American, and so on ad infinitum. The whole history of the 
Western Union, from its commencement, in 1858, down to the present 
time, with the exception of ten years, from 1868 to 1878, has been a 
snccession of purchases of competing lines, paying two or three for one, 
throwing extra burdens upon the people, and adding debt to debt and 
fitock to stock. 

It is these things, Mr. Chairman, it is this change in the policy of the 
Western Union that has led the public to inquire if this thing has not 
goue far enough ; if it is not time that the interests of the public should 
be consulted ; if enough has not been done for the stockholders, and if the 
public have not some rights which should be regarded. 

But Mr. Evarts and Dr. Green sky if the public wish to go into the 
telegraph business they are welcome to do so, provided they wiU pur- 
chase the lines of the Western Union at an appraisement. They say, \ 
and truly, that the business of telegraphing is and must be a monopoly, [ 
whether carried on by the Government or by the Western Union Tele- 
graph Company. It is true, other competing companies have been lately 
started. There are the Postal Telegraph Company, the Bankers and 
Brokers', the Baltimore and Ohio, each of thoi^ with capitals larger in 
proportion to the lines and business than that of the Western Union. 
The newspapers say that Mr. Garrett will be here to-morrow, when he 
will tell you that he does not propose to be bought up. So he said in 
1877 and 1878, when he built lines for the Baltimore and Ohio. But 
subsequently he became a director in one of the competing lines, and 
sold out to the Western Union, as he is bound to do again. 

Mr. Beiff. That is not correct, Mr. Hubbard. He never sold any 
lines. His lines were built for him. So neither of those statements 
can be correct. 

Mr. HiTBBASD. I am not in the habit, gentlemen, of making state- 
ments without some authority for them. In 1877 and 1878 the Balti- 
more and Ohio built certain Unes of telegraph. Subsequently, as you 
will find by reference to a recent number of the National BepubUcan, 
Mr. Garrett became a director in one of the opposition lines to which 
I have referred, and that company, according to his own statement, 
sold out its lines which had cost $4,000,000 to the Western Union for 
915,000,000. That is Mr. Garrett's statement, as published in a late 
namber of the National Bepublican, and that is partly my authority. 

Mr. Beiff. If the chairman will allow me; lest a wrong impression 
should be created concerning this, I will state what Mr. Garrett did say 
and did do. He did become a director in the American Union, but it 
was for the purpose of allying the lines of the Baltimore and Ohio sys- 
tem with that Ime, and so build up competition. He became a director 
with that view. He had no part in selUng the American Union to the 
Western Union, because he was a minority. And this is what he did 
not do: He did not allow the interests of the Baltimore and Ohio to be 
transferred. The Baltimore and Ohio system remains intact. 

The Ohaibhan. As I understa>nd Mr. Eeiff, he first sold his interest 
in the Baltimore and Ohio to the American Union. 

Mr. Beiff. Ko, sir; he agreed to ally his interests with them bv con- 
tract: but that contract was not ready to be carried out when the Amer- 
ican union was transferred to the Western Union. 



56 STATEMENT OF GARDINER X HUBBABD. 

Mr. Hubbard. Then, as I nndetstand it, he agreed to ally his 
i^ith the American Union ; became a dit^ctor in that company ai 
a minority stockholder, was forced to sell lines which cost $4,00C 
according to his own statement, for $15,000,000. 

Mr. Beipf. Mr. Hnbbard is quite correct when he sa;^s the Amej 
Union was sold for $15,000,000 stock ; that is trne. But the con 
of alliance which Mr. Oarrett made for his own system of lines wit) 
American Union was not allowed to be transferred^ 
^ The Ohairkan. Bnt these lines were transferred f 

Mr. Beiff. The American Union, which was a separate com|j 
T?as transferred. Mr. Garrett had a stock interest in the Amei 
Union. That went over. But the Garrett lines of telegraph did 
^o over. 

Senator Palmer. He was personally benefited, then, by the tram 

Mr. Beiff. Yes ; I suppose he was, to the extent of the profit oi 
money invested. But he afterwards withdrew from the Amei 
Union. 

Senator Wilson. What was the proportionate value of the Baltii 
and Ohio lines involved in that agreement as compared with the v 
of the American Union f 

Mr. Beiff. In regard to mileage t 

Senator Wilson. No ; as to the comparative value. 

Mr. Beiff. There was never any cash value placed upon the B 
more and Uhio lines in that transaction. 

Senator Wilson. I understand that; but I am speaking of \ 
would have been a fair estimate of the value, or what it was considi 
a>t the time was the value, of the Baltimore and Ohio lines involve 
that agreement and which were withheld from the arrangement bet^ 
the American Union and the Western Union. 

Mr. Beiff. They were considered valuable in this, that they -^ 
in shape not to be transferred except by consent of the Baltimore 
Ohio Bailroad Company, and that railroad reached from Baltimore < 
the entire Baltimore and Ohio system to Chicago, Saint Louis, 
Oincinnati. 

Senator Wilson. Was it supposed that they were of, say, equal vj 
with the lines that entered into the other? 

Mr. Beiff. Oh, no, sir. 

Senator Palmee. What was their relative value, Mr. Wilson w's 
to know ! 

Mr. Beiff. I do not believe the Baltimore and Ohio system, at t 
time, was equal in mileage to 15 per cent.; they have been largely 
creased since. 

Senator Palmer. On the whole! 

Mr. Beiff. On the whole American Union lines. 

Senator Palmes. The American Union and the Baltimore and 01 

Mr. Beiff. No, sir. 

Senator Palmer. 16 per cent, of the whole! 

Mr. Beiff. No, sir ; I mean of the American Union proper. 

Mr. Hubbard. We will get at the truth after awhile. If I unc 
stand it, the Baltimore and Ohio built its lines and made an alliance ^ 
the American Union. Mr. Garrett became a director in that compa 
and as a protesting minority stockholder these lines sold out, which 
says were worth about $4,000,000, for $15,000,000, he all the time p 
testing. 

Mr. Beiff. I do not say he protested. The point I make is that 
did not allow his railroad line to go over. 
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Mr. HtJBBABi). I beg pardon; I thoaght yon used the word. Dr. 
Oreen stated the other day that the Western Union owned the Balti- 
more and Ohio lines, and that a snit was now pending which woald be 
decided in its /avor, giving it the ownership of those lines, the evi- 
dence, as we now have it, is that the Western Union believed they were 
baying those lines of Mr. Garrett, and that Mr. Ostrret supposed he was 
selling them. 

Mr. BeipI'. That claim of the Western Union was on an old contract 
made a good many years ago, which the Baltimore & Ohio insisted had 
lapsed with time. It has no relation to any transfer matters with the 
Atlantic and Pacific or the American Union. 

Mr. HuBBABB. It is a matter of entire indifference to me how this 
point shall be settled. It has nothing to do with the merits of the case. 
My proposition is that the telegraph business is, and of necessity must 
be, a monopoly ; that it always has been a monopoly ; that it always .1 
will be a monopoly; that it is not for" the interest of the country nor 
lor the interest of the companies that competing lines should be estab- 
lished ; where consolidation is possible there competition is impossible. 
What is a competing line good for so far as the public is concerned f 
Witbin the year past there were three offices in the Willard block in this 
city, each having competing lines, each sending messages to !N'ew York. 
The effect of such competition is simply to increase the cost of the 
business without adding one farthing to the accommodation of the public^ L 
It is the interest of the public and the companies, that they should con- 
solidate, and what is for their interest they will do. You cannot prevent 
consolidation, try what you will. The telegraph is bound to be a monop- 
oly, whether managed by the Government or by private corporations. 

It is true, as Mr. Evarts has stated, that if the Oovernment build 
lines and fix the charges at the rates proposed in one of the bills before 
the committee, there will be an enormous deficit year by year. The 
Treasury will pay those losses, and as no private company can compete 
with the Government, the Western Union will be ruined, must be ruined. 
Mr. Evarts says, that being the case, you are bound, gentlemen, by the 
act of 1866, and by common honesty, to take our lines at an appraised 
valuation. As I understand and have always been informed in regard 
to this act of 1866 [addressing Senator Wilson] — ^passed when you were 
in Congress. 

Senator Wilson. Yes, I was here in 1866. 

Mr. HuBBABD. Then you can perhaps correct me if I am wrong. An 
application was made at that time for the incorporation of the National 
Telegraph Company, and a hearing was had before the Judiciary Com- 
mittee. Were you a member of that committee then ? 

Senator Wilson. Yes, of the House. 

Mr. HxJBBABD. I think it was in the House. Several telegraph com- 
panies were present that wanted to obtain certain privileges which the 
Government alone could give. They compromised various opposing 
Interests, and this act of 1866 was passed at the request of the telegraph 
'Companies, giving certain rights to them. A provision was inserted in 
the act that the Government should have the right to buy the lines at 
^n appraisement; but the act was not binding upon any company unless 
the company in writing accepted its provisions. The Western Union 
and the other companies accepted those provisions, and are thereby 
bound to sell out if the Government wishes to buy. 

Mr. Evarts says that while the Government have the power to erect 
new lines it would be an arbitrary and unjust exercise of power unless 
it buys the lines of the Western Union Telegraph Company. I admit 
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fully the proposition of Mr. Evarts, if the capital of the Western V 
had been contributed by the stockholders, and if its great plant 
been bailt up by their money. But what are the facts of the c 
Have the stockholders put their hands into their own pockets and ] 
the lines, or ha^e they put their hands into the pockets of the pi 
for that purpose t That is the question. Examine their reports, 
you will find that they commenced in 1866 with 75,000 miles of i 
and that in 1883 they had 432,000 miles of wire ; then 5,000,000 
sages, now 41,000,000. Not a particle of money has come out of 1 
pockets, but these lines were built from the profits of the business 
and above the cash dividends of over $30,000,000, and $25,800,00 
stock dividends. It seems to me, gentlemen, that the power is on 
side of the monopoly, and the right on the side of the public. ' 
monopoly has taken the money from the people to construct these li 
and now says to the public, '^ If you wish these lines, having paid 
them once, you must pay for them over again." 

Senator Wilson. Have you ever given attention to the matter o1 
certaining how much of the capital of the stockholders went iuto 
construction of the lines in fact t 

Senator Jackson. Actual cash invested. 

Senator Wilson. Yes ; actual cash invested by the stockholder 
the companies. 

Mr. HxjBBABD. I suppose that the stockholders proper of the Wes 
Union have put in in actual cash about $500,000. I do not tl 
they can show that they have ever put in more than $500,000. 
that is not quite a fair statement, for the Western Union have ] 
chased competing lines, which have cost money, and paid for then 
the issue of the stock. 

Senator Wilson. That would be fair to include that in your ans 
to my suggestion. 

Mr. Htjbbabd. I think there has been, of actual cash, put in eil 
by the Western Union or by other companies, about $5,000,000 : 
probably than more. 

The following statement is I believe substantially correct, and sh 
how the capital was made up : 

In 1858 its oapital stock was (385,70 

Subsequently, stock was issaed for the following purposes : 

1858-1866. For cash at different times 167, 20 

For bonds and fractions of stock dividends 146, 60 

For other objects 182,05 

For stock dividends 17,810,14 

For lines purchased 3,322,00 

Jannary6, 1866. Totalcapital $22,013,701 

1866. Stock for United States Telegraph Company and United States 

Pacific Telegraph Company 7,216,30( 

Stock for American Tel^aph Company |3, 833, 100 00 

For dividends to American Telegraph Company. 8, 000, 000 00 

* 11, 833, m 

1866. Totalcapital 41,063,10( 

The Chairman. You have stated that if the provision in the bill wh 
I introduced was carried out, fixing the rate at a cent a word, it wo 
result in an enormous deficit. I would like to refer you to the report 
the Western Union for 1883, in which they show that they transmit 
over 40.000,000 messages, and that the total expense of the coinp? 
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for that year for all purposes was about $11,000,000. I would like to 
havp you state the ground for the proposition you have made. 

Mr. HuBBABB. The average cost to the Western Union Telegraph 
Company is 25 cents per message— 3 cents higher than it was three years 
ago, caused by the extra rentals, in part, which have been thrown upon 
the expenses. Those charges are divided about equally between charges 
dependent upon the distance of transmission and charges which are not 
affected by the distance of transmission. That is, of the 25 cents, about 
14 cents are for operators and instruments, the cost of which increases^ 
somewhat as the distance increases. The other 11 cents are for office 
expenses, delivery, and other similar items which are independent of 
distance and are the same whether a message is sent 10 miles or 1,000 
miles. The average cost is 25 cents. The average distance of trans- 
mission is about 300 miles. If sent less than 300 miles the expenses are 
reduced to 14 or 15 cents. If sent a greater distance the cost is increased 
to about 32 cents. If you sent a message from Kew York to San Fran- 
cisco containing twenty words at 1 cent a word you would collect 20* 
cents, while the cost wUl be at least 32 cents. The telegraph will be 
used more and more on long distances than now, with Uttle increase 
on the business between the cities on the Atlantic Coast, because at 1 
cent a word the charge for twenty words would be higher than the present 
rate, 15 cents. There will be no increase in the business from New York 
to Bradford, between the two oil exchanges, where it is only 10 cents. 
The entire increase in business will be on the longer routes, where the 
expenses will mount up. So that at the end of the first year you will 
have a very large deficit to face. 

The Chaibman. Let us see about that. In the first place, you as- 
same that the messages wiU be shorter than they are now. 

Mr. HI7BBABD. I will give that up. I am inclined to think they will 
be longer. 

The Ghaibman. Yes, longer on account of the cheaper rate. 

Mr. HxjBBABD. Yes. 

The Chaibman. You speak about the increased number of messages- 
for the longer distances. Take the distance, say, from here to Chicago;, 
there would be an enormous increase in that portion of the business. 

Mr. HiTBBABD. Yes, there would be an enormous increase between 
those places, and a large profit unless the greater part of the business 
is now done at a large discount from the nominal rate, which I believe 
is the case. 

The Chaibman. Is it any more expensive really to send a message 
from Washington to Chicago than from Washington to New Yorkf 

Mr. HxjBBABD. It is very little more expensive to send a message from 
Washington to Chicago than from Washington to New York, but it 
costs considerable more to send a message to a place ten miles this side 
of Chicago than to Chicago, or to New York. With the present im- 
proved wires a message can oe sent to-day from New York to San Fram- 
cisco for a less sum tib^n to some offices within twenty-five miles of New 
York. 

The true way, if your bill should be adopted by the committee — ^with 
all dae respect to the chairman and to the committee — will be to have 
two rates; one under a thousand miles and the other over. You cannot^ 
within any reasonable period, construct lines enough to transact the 
bosmess which woald be offered at these rates between distant offices. 
Yoa cannot find wire enough to build them, nor operators enough to 
qierate the lines; and for the protection of tne system itself you must 
httve a discrimination in rates for day messages, or you will fail, for 
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night measages a nnifonn rate, and after the bnsiness is fairly in 
rated, say, in five or six years, yon can maintain a nniform rate < 
<3ent a word. 

Senator Palmbb. I understood Dr. Oreen to say that in mee 
over long distances a repetition was essential, and that increase 
cost. How do yon regard that statement! For instance, I nndei 
you to say now that yon could send a message to San Francisco ch 
than you could to some point within twenty-flve miles of New Toi 

Mr. Hubbabd. My statement was a little more guarded than 
I said if the best lines were in operation from New York to San 
Cisco, you could send messages cheaper than to some places witl 
miles of New York. Now let me explain. Under the old system, 
small wires, lines badly erected, a message could not be transmittec 
IKK) miles without repetition, they were then received by one op« 
and transmitted by another. Then self-repeating instruments wei 
vised, which operated automatically, requiring only an ordinary la 
to watch it. Now they have improved lines between New Yorfc 
Ohicago and messages are sent without repetition or repeaters, 
similar line was continued to San Francisco there would probat 
one repetition at Chicago and another at Cheyenne or Ogden, requ 
the services of two ordinary men at low wages. But there are 
offices within 25 miles of New York to which the message is sent 
main line with an expensive operator to a small station where it 
•ceived by a subordinate operator who cannot receive more than hi 
fast as the New York operator can send. The message is then rep< 
upon another line, and then on to a third line, making three repetil 
not by self-iepeaters, but by operators, and thus it costs more to 
to that little station than to send to San Francisco. The difficu 
not in sending long distances, between great places, but from large < 
to small offices. 

The Chaibman. Let me ask your opinion as to the effect the 
large increase of business, which will occur in consequence of tb 
duction of rates, will have upon the cost of sending messages, 
much would a very large increase in the number of messages to be 
decrease the actual cost per message f 

Mr. Hubbabd. The average cost of transmitting messages is 
25 cents ; I suppose about 6 or 7 cents is for interest on leased 1 
taxes, and other fixed charges, making the actual cost about 18 c^ 
this cost, if the business were doubl^, could be reduced to 12 < 
cents. The Western Union now send messages between the oi 
-changes in New York and Bradford, about four or five hundred n 
for 10 cents. As they fix their own price, they make money at t 
rates. It costs, therefore, less than 10 cents to do that particular I 
ness. Ordinary messages cost more because they are received, i 
bered, dated, and filed away at the receiving office, and at the o 
•end are copied by a letter-press, enveloped, directed, and delivered 
cost of about 4 cents. So that 14 cents is probably the fair cost 
message sent three or four hundred miles. They fix the price from 
to New York at 15 cents, which is about the same rate as bet^ 
the two oil exchanges, adding the 4 cents for office expenses. ITnd 
postal system some of these expenses are unnecessary, especially a le 
press copy of every message, and, therefore, deducting firom 26 c( 
the present cost, the loading for rentals, taxes, and these expenses'^ 
cost will be about 12 or 15 cents per message, which is probably ra 
more than the cost in Belgium. 

The Chaibmak. I do not remember that, but in France it is onl, 
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cents. la your opinion would the Government be able to do this bnsi* 
ness as cheaply or more cheaply if conducted in connection with the 
Post-Office Department than the existing companies ? 

Mr. HuBB ABD. Yes, sir; I think so. Some office expenses will be saved 
and many postmasters will quickly become.operators. I have had consid- 
erable acquaintance with our postal service, and I do not believe there 
is any corporate business in this country managed more economically 
than the Post-Uffice Department. I do not believe you can find any 
great corporation that is managed more faithfully than the United States 
Treasury, with as little loss, or a more thorough system of accounta- 
bility. Even our big railroad corporations are unable to take care of 
themselves, and have appointed a dictator, Mr. Albert Fink, to regu> 
late their rates. ^ 

Senator Fajlwsr. Dr. Green laid some stress upon the distinction 
between the cost of operators repeating these messages and these auto- 
matic repeaters. Is there any reason why there should not be auto- 
matic repeaters or self-repeaters on all those lines where messages 
require to be repeated ? 

Mr. Hubbard. On all the great lines you can have them, but at way 
stations an operator must be employed. 

In this connection I will refer to another statement of Dr. Green as 
a reason why telegrams cost more here than abroad. He said that our 
operators have higher wages ; but he did not tell you that our operators 
do more work than abroad, and that per message the cost is less per 
operator here than abroad. 

Senator Palmer. Suppose it were practicable to send a message 
without repetition through to San Francisco, what would be the per- 
centage of increase of cost in consequence of being compelled to use 
these automatic repeaters ? 

Mr. Hubbard. Where you do a large business, practically no more. 
Bot I repeat, it is not the through business but the local and way busi- 
ness that costs. If there was nothing but through business you could 
do it at a cent a word, and make any quantity of money out of it, pro- 
vided you had good lines. 

Senator Palmer. This matter of repetition, then, is not an item in 
the increase of cost f 

Mr. Hubbard. Not at all. You can see for yourselves ; you pay an 
operator $2 a day who can overlook four or Ave thousand messages, or 
less than a mill per message. The cost of repairs of lines is betweeu 
^ and 3 cents per message. 

Something was said about the proportion of social and business mes- \ 
sages abroad, and as I have a statement I will give it for Belgium for \ 
the years 1880 and 1881 : \ 

Dispatches of exchange (money dispatches) 3.66 per cent, in 1880 ; 3.31 ' 
ia 1881. 

Commercial transactions, 39.99 per cent, in 1880; 39.77 in 1881. 

Private aflfairs, 55.10 per cent, in 1880; 55.53 in 1881. 

You will remember, perhaps, that Dr. Green said the proportion of 
fMcial messages in this country was about five per cent., and that he did 
liot think it could be very much larger abroad. 

Senator Palmer. One other question I would like to have you con- 
wder before you get through, and I think what I refer to is going to be 
the greatest obsta-uction to the passage of either Mr. HilPs or Mr. Ed- 
mnods' bill, and that is the moral aspect of the question. This stock of 
tlif Western Union is not all in first hands; it has been bought by third 
parties, or innocent parties, as you might say, at the enhanced value^ 



62 STATEMENT OF GARDINER O. HUBBARD. 

and these bills propose to annihilate this valae. How would you 
thatt 

Mr. Hubbard. When the innocent lie down with the guilty they 
suffer the consequences. 

' Senator Palmer. I think that is the most difBcult part of the v 
question. This stock has been bought for inyestment by innocent pa 
who thought it was a good thing for investment. They are certj 
not open to the charge of having robbed the pablic. 

Mr. Hubbard. They have associated with others who have rol 
the public. 

Senator Wilson. Is there a complete severance in that regard 
tween the public, as represented by its political power, and the so-cs 
innocedt parties who have invested in this stock f In other words 
not the public, being possessed of the power to interfere, stood by 
let this thing go on and allowed innocent parties to become involve 
such investments t And would it be fair on the part of the pablic, 
ing thus stood by, now to come in and deprive those innocent partii 
the value of their investments t That is a feature of the case th 
think it is well to consider. I put it as a question for discussion ra 
than as a conclusion. 

Senator Maxey. A very clear maxim of law well stated in your 
language. 

Mr. Hubbard. Fifteen years ago the Western Union announced ] 
lidy in their reports and in the newspapers that there should be no fur 
increase of the capital of their company except by a two-thirds vol 
the directors. I will read the vote : 

The Board of Directors may hire or purohase the lines, or pnrohase the stock, oi 
other telegraph company ; but neither the capital stock nor the bonded debt oi 
company shall be increased beyond the amount now authorised, except by the ^ 
ten consent of two-thirds of the directors, entered in the secretary's records of 
oeedines of the board, and by a Yot» of the stockholders holdine a majority oi 
capital stock at an annual meeting or at a special meeting called for that puipost 

As I understand it this vote was passed to meet the objections t 
the Western Union had largely watered their stock, and was a pie 
that they would do so no more. They made annual reductions of ra 
The public were satisfied, and ceased to present any scheme for po 
telegraphy, because the Western Union had adopted a policy wl 
would give the country cheap rates. This policy they changed in 
year 1881, but it was some time before it was fully understood by 
public that the Western Union were making enormous stock divider 
piling capital upon capital, millions at a time. The last act was c 
summated less than a year ago, and now the public a«k, ^^ What ri, 
have you to demand that the public shall pay a high price for these li 
which cost you nothing?" I know that {^either Mr. Hill nor Mr. ] 
munds or anybody else would object to paying the market value of 
property before this extra capital was issued. But do you suppose ti 
there is any stockholder in the Western Union that did not know tl 
$15,000,000 of stock dividends had been paid 1 Did they not see it 
the press f Did they not have notice of it t Did they not have th 
share of it in their pockets t 

Senator Palmbb. But how about those who have purchased sii 
thenf 

Mr. HuBBABD. The annual reports of the Western Union show tl 
they have $15,000,000 of undivided assets yet on hand, and the n 
stockholders have purchased because they expected that this $15,000,( 
will be divided and they will get a large stock dividend by and I 
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These are the innocent stockholders. There are no innocent stockhold- 
ers, for aU had notice of the policy of the company and of its directors. 

Senator Palmer. How many stockholders are there f 

Mr. Hubbard. I do not know. 

The Chairman. Mr. Oreen said 2,900. Does any one assume that 
wBy as legislators, in the interest of the people, cannot provide a system 
of telegraphing irrespective of any individual or corporation? It is a 
well-known fact that one man of those 2,900 stockholders owns more than 
half of all the stock in the Western Union. Will it be contended that 
we cannot give the people a cheap telegraph service because there are 
some stockholders that might be injured by itf Under the law any 
company can enter into competition with the Western Union, or any 
individual can do it, and break down the value of its stock. 

Senator Wilson. That was a suggestion involved in Mr. Evarts' div- 
cussion of the question. 

Mr. Hubbard. What is this telegraph system ? Who is interested 
ill it f Are the people interested it f Have they anything to do with 
it t Dr. Green has told you that only 6 per cent, of the telegrams are f 
sent on social business ; 10 or 12 per cent, by the press ; the rest by 
a few business houses. I believe there are less than one per cent, of the 
whole population of the United States that ever use the telegraph. 
Why is thiB t Because the rates are so high. In proportion to the legit- 
imate expenses the amount of business and the profits of the company,' 
they are higher now at 38 cents than fifteen years ago at $1.04. The 
rates now, as then, ^re unequal and irregular. They are higher in the ^ 
East than in the West. My friend from Iowa, Senator Wilson, can- 
not send a telegram from his home to any place within 200 miles as 
cheap as I can from mv home in Boston. The rates are higher in the 
Sotith than in the West ; higher on the Pacific slope than on the At- 
lantic coast. The company discriminates in favor of business and rail- 
road interests, and, so far as these interests are concerned, they are well 
fiabserved. There is no better telegraph system in the whole world 
ihan that of the Western Union, where prompt service is required and 
the price is of little moment. There is no country where telegrams are 
sent more promptly or so correctly as by the Western Union. I have 
had pretty large experience the last few years in Europe in telegraphing, 
and I say what I believe to be the truth in that respect. — ^ 

Mr. Evarts said that the Western Union were obliged to send tele- I 
grams in the order in which they were received; this they do according 
to the letter of the law, but not according to the spirit. If a merchant 
in New York, wishing to send an order to Bradford to buy 100 barrels 
of oil. goes to the operator in the Oil Exchange and asks him to take 
his telegram and send it for 10 cents he will not take it, as he is not a 
member of the Exchange. He must go to another office, perhaps half 
a mile off, pay 25 cents, and send his telegram, and instead of getting 
ao answer while waiting at the counter at the Oil Exchange, he must 
wait an hour or two before he can hear whether the oil is bought. The 
same is true between the com exchanges of New York and Chicago and 
other places. Telegrams are sent at greatly reduced rates and more 
promptly than for merchants not members of the exchange, and thus 
great discriminations are made. And yet we are told all messages are 
«ent in the order in which they are received 1 that there is no priority 
and all fare alike. 

A few years ago a man in Oincinnati had a little news bureau. His 
correspondent in BTew York collected the news of the market every 
nnnning, forwarded it through the Western Union office, and it was sent 



64 STATEMENT OF GABDINEB a. HUBBABD. 

over the through line. The Wester^ Union afterwards* monopolized 
, that business, as they monopolize everything that they can put tbetr 
hands on. Asked him to sell out. He said '^ No, I am making a very 
good thing of this business, and I prefer to keep it.'^ The Western 
Union stopped sending his messages on the through line and transmitted 
them on a way line I There was no priority for their messages ! Oh, no I 
they only sent them on the through line, while the others went on the 
way line. Those that went by the way line were longer in getting 
through, and when received the customers of the Western Union had 
received the prices and acted on them. Ko priority, only the man was 
ruined. He was obliged to give up his business to tne Western Union^ 
/ and they now monopolize it. 

— ' The Western Union system is especially a railroad system. I^ine 
thousand offices out of thirteen thousand are at railroad stations, remote 
&om business centers, maintained by railroad operators for the bene&t 
of the railroad company. I had occasion two or three years ago to use 
the wires for about half an hour from here to a small town in Massa- 
chusetts. Every once in a while, however, there was a clicking and au 
interruption. " What is the matter ? " was asked. " The railroad have 
the prior right to the wires.'' I had to stop because it was a railroad 
system, and its business had priority. And so it is at the 9,000 offices 
belonging to railroads, and all business that comes or goes to those 
] offices stops when the railroads want to use the lines. 
fl But, gentlemen, these questions of rates are of minor importance in the 
consideration of this matter. There is something, as it seems to me, of 
more vital importance in this discussion than anything which has been 
referred to. It is the relations of the Western Union Telegraph Com- 
pany to the social, business, and political interests of our people. 

The Western Union Company is a little corporation controlled by aii 
executive committee of three or four gentlemen sitting in their office iu 
i^ew York. Its wires run all over the country, extending by their con- 
nections into each part of the globe. This company controls the market 
price of each article that is dealt in in every mart in this conntry. It 
controls, to a greater or less extent, all the news — social, political, and 
general, that is sent over its wires, and every important personal tele- 
graphic communication. This corporation is uncontrolled by any law 
save the interests of its directors, for there is no law on our statute- 
books to regulate this vast business. The laws of the several States 
have no power to regulate it, for its lines and business run from one State 
and one continent to another, and the instant its lines pass from one 
State into another they are beyond the reach of the laws of £he first 
State, which are powerless beyond its bpundries, and cannot regulate any 
message going into another State. According to the report of a late case 
before Mr. Justice Field, the State of California undertook .to regulate 
the rates on steamers running between two ports in California. It was 
decided that as soon as the steamer ran out of the waters of California 
into the ocean that instant the laws of California ceased to have any 
effect, and became null and void. If this decision is correct, and I 
think there can be no doubt that it is, no State can pass a law which 
shall have any effect upon this corporation. It is, therefore, a corpora- 
tion unregulated by law. 

Is there anything at all resembling the immense power of this corpo- 
ration, in this country, aye, or in any other country H Forty million mes- 
sages to-day; eighty million messages five years hence; one hundred 
Mud sixty million messages ten years hence: all intrusted to this cor- 
poration. Through its agents, the Gold and Stock Company, it collects 
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the market news every morning in London and Paris, sends them to 
2^ew York, whence they are distributed to every mart and hamlet 
throngh the length and breadth of this land. A fraction of a penny on 
a pound of cotton is a fortune to any man. A quarter of a cent in the 
X)rice of com or wheat is a fortune. They admit no partnership in this 
part of their business. They tolerate no rival, no control ip the supply 
of market reports to every part of this country. 

I make no charges against the Western Union Telegraph Company. 
I believe that in this respect it is managed as fairly and honestly as any 
company can be managed ; that Dr. Green is a man in whom we can 
place implicit confidence and trust. But I say that it is a power too 
important^ too vast, to be entrusted to any corporation, to any set of 
men. It is a duty the Government owes to the people of this country 
to regulate this business. 

And how is it with the press news ? The Western Union Telegraph 
Company and the Associated Press make a close corporation. I do not 
mean to say that to-day I know of any fault to be found with the man- 
agement, but in discussing this question we must be guided by the ex- 
perience of the past, and inquire what power this company can exert by 
learning what it has done in the past. 

A few years ago two papers in San Francisco favored the postal tele- 
graph. Their rates were raised. One of them died because it could not 
pay them. The other ceased to publish attacks on the Western Union, . 
and was restored to good-fellowship. 

A paper in Virginia several years ago criticised the reports that were 
sent to it. It was notified that if it published any criticisms upon the 
reports they would be stopped. 

A few years ago there was a criticism upon some action of Mr. Orton, 
the president of the Western Union. The next day, or the next but one, 
the rates of that paper were doubled. It ceased to receive any tele- 
graphic dispatches because it could not pay for them. 

The telegraph company can raise or reduce the rates. Its control 
over the press is therefore absolute. It has the power of life and death, 
for the telegraphic news is the vital breath of the daily newspaper. Such 
a power cannot exist without its exerting a pernicious influence on pub- 
lic affairs, and every observant public man has long perceived the de- 
moralizing influence of this powerful but subtle agency. 

Let OS consider the power of the telegraph as an educator of the peo- 
ple. The current history of the times is Srst given to the country through 
the tel.egraph. ^' Let me write the songs of the people, and I care not 
who makes the laws,'' is an old saying. Here it would be truer, if less 
poetical, to say that the man who rules the Associated Press is master 
of the situation ; for if he has the ability to wield it he has an instrument 
for shaping the opinions of the millions, which, by the constancy, uni- 
versality, and rapidity of its action, defies competition. The events 
which take place in all business, political, and religious centers, together 
with the actions of public men and their imputed motives, are all pre- 
aented simultaneously to the public, from ocean to ocean, through this 
iQstramentality. The agents who collect the news respond to the cen- 
tral authority at Kew York, and are subject to removal at its pleasure. 
Here is a power greater than any ever wielded by the French Directory, 
because in an era when public opinion is omnipotent it can give, with- 
hold, or color the information which shapes that opinion at its pleasure. 
It may impart an irresistible power to the caprice of an individual^ and 
the reputation of the ablest and purest public man may be fatally tainted 
tn every town and village on the continent by a midnight despatch. It 
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is incompatible with public safety that such an exclusive power to speak 
to the whole public at the same moment upon every subject, and thus 
to create public opinion, should be under the absolute control of a cor- 
poration. The obstacles which the telegraph and these associations 
can throw in the way of any new journal amount to virtual prohibition 
against publishing a first-class, independent newspaper in the land, and 
thus the existing combination has possession of the exclusive privilege 
of making the first and, with many, the last impression of every event. 

There are several bills pending before this committee. The bill of 
Mr. Edmunds, of the chairman, and of Mr. Dawes, each with different 
features. 

The bill of Mr. Dawes is similar to one which has been before this 
committee at several different sessions. My friend Mr. Dawes, when a 
member of the House, was upon the special committee which consid- 
ered this subject at great length, and that first reported a bill (House 
of Representatives Eeport Ko. 115, Forty -first Congress, second session) 
substantially like that which he has now, fourteen years later, again 
submitted. This bill was before this committee at several different 
times, was very carefully and fully considered, sentence by sentence, 
and word by word, and was reported two or three times to the Senate. 
/ (Senate Eeport No. 18, Forty first Congress, second session; Senate Ee- 
port "No. 20, Forty-second Congress, second session ; Senate Eeport J^o. 
242 J Forty- third Congress, first session.) It is not a perfect bill, for Mr. 
Evarts, in his argument, suggested defects which can be easily reme- 
died; and I will submit to the committee, with the leave of my friend^ 
Mr. Dawes, some modifications to remedy those defects. 

The principle upon which that bill depends is this : That the telegraph 
service is substantially analogous to the postal service. As the Post- 
Office Department now makes contracts with the railroads for transport- 
ing mails, so the Postmaster General shall make a contract with a tel- 
egraph company for transmitting intelligence between all postal telegraph 
offices. It fixes the rates probably too high, and allows the post-office 
3 cents a message for the service performed by the Department. Mr* 
Evarts thought 3 cents a message was not enough for this service. I 
think a little reflection will show the committee that it is enough. The 
Post-Office Department now receives 2 cents postage for each letter, and 
this is very large compensation. Gentlemen must remember that the 
liirgest proportion of the expense of the postal service is not for letters, 
but for newspapers and merchandise carried much below their cost f 
that there has never been a time in the history of the Post- Office since 
, we had cheap postage when the letters did not pay tribute to the press 
j to enable the Post-Office to carry newspapers greatly below the cost. 

Senator Dawes. And merchandise. 

Mr. HuBBABD. And merchandise as well. At 2 cents the letter post- 
age there is a profit for the Department. The cost is nearly equally 
divided between transportation and office expenses. Under this bill 
there are no other office services than are now furnished to letters, ex- 
cept a special delivery, which will cost about two cents a message. So 
that, I believe, the three cents to be paid on every message will be ample 
compensation for the services rendered. If, on examination, you should 
find that three cents was not enough it is your duty to fix the comx)en- 
sation higher. All the operators, linemen, and messengers will be fur- 
nished by the telegraph company, requiring only a few subordinate em- 
ploy6s to be furnished by the Government. Some who admit the evUs- 
of the present system and the advantages of a postal system think that 
by the transfer of the telegraph to the postal service the power of the 
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Executive would be so greatly iucreased as to outweigh all the benefits^ — 
that would result from it. All political influence arises either from the 
patronage it would give the Executive, the ability to send free telegrams, 
the control of the press, or the power of espionnage over the correspond- 
ence. As these powers are now held by a private corporation the ques- 
tion is reduced to a consideration of the expediency of leaving them to 
private and irresponsible parties, of intrusting them to the Post-Office 
Department, or of limiting these powers and dividing them between pri- 
vate parties and the Post-Offlce Department, so as to secure the ad- 
vantages of both systems. These objections apply with greater force 
to the plan of the Postmaster-General, which provides for governmental 
ownership, operation, and control of the business, than to the postal 
system. Under it there will be no patronage, excepting that arising 
from the addition of a few clerks and carriers, less in number than the 
annual increase &om the growth of business. The free transmission of 
messages by passes, so constantly given to members of Congress and 
others where they will " do the most good," is not only prohibited, but 
both the Post-Office and the company are directly interested to have 
every telegram fully paid, and neither can send a free dispatch without 
the connivance of tlyB other. There can be no control over the press, 
for all will have the right to send and receive dispatches at fixed rates, 
and so low that every paper can obtain "specials'' cheaper than they 
now get the Associated Press news. 

DspUmnagej or the power of the postmasters, dependents upon the 
Executive, to examine private telegraphic correspondence, is severely 
pnnished by law, and is to a great degree thwarted by the fact that the 
operators are employed and paid by the company, and without their 
connivance the power would be of little use; and, moreover, the num- 
ber of telegrams will be so greatly increased by the low rates and addi- 
tional facilities as to remove the possibility of any considerable tamper- 
ing with their contents. _ 

Dr. Green, I think, said that if the bill was framed so as to allow the 
Western Union to come in and compete they would be glad to try it. I 
will insert a provision that the contract shall be put up at auction, and 
that the lowest bidder, provided the bid is below the rates named in 
the bill, shall take the contract. In this way the rights of his minority 
stockholders will be protected. Dr. Green says that way will be fair ; 
that way he would approve. Make it so. Make it satisfactory to him. 
• Mr. Evarts said, in reference to this bill, as well as to the others, that 
a telegram was not in the nature of a letter ; but was a private contract 
made between the company and every sender of a message. What is 
the object of the post-office, and for what purpose was it established t 
You can see this private contract between the company and the sender 
of a message the next time you send a message if yon look on the back 
of the blank. It reads in this way : " It is agreed between the sender of 
this message and this company that said company shall not be liable 
for mistakes or delays in the transmission or delivery, or for non-deliv- 
try, of any unrepeated message, whether happening by negligence of 
it« servants or otherwise, beyond the amount received for sending the 
same.'' In the bill of Mr. Dawes you will find the same provision. 

But what is the object for which the Post-Office was established t It 
was for the transmission of intelligence from one part of the country to 
another. It makes no difference what the vehicle is by which it is 
transmitted. You might as well say that the mail could not be sent by 
tuilroad because railroads were not known when the Constitution was 
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established, as to say that the Government cannot transmit intellig 
by wire. 

A few years ago I saw a picture^ which I think is now in the ] 
Office Department. On one side is an old gentleman looking a 
passage of one of the great express mail trains; looking oat of the 
dow is a yonng man. That old gentleman was Mr. Bangs, who, o 
back, carried the mail across the prairies of Ohio, where that rail 
now runs, forty years ago. The yjDung man looking out the wiud< 
his son, then the general manager of the Bailway Mail Service. 1 
is no greater contrast between the railroad and the telegraph 
that picture presents, of the man carrying the mail on his back an< 
four cars running over the railroad at forty miles an hour, carrying 
mail, without stops, dropping off one mail bag and picking up ano 
always hurrying on its way. By each of these means iuteligence is 
veyed. 

My friend asked the question yesterday, if the Government ui 
took to do this business must it not necessarily be a monopoly f U 
the Constitution, wherever power is given which is necessarily exclu 
there it becomes a monopoly, and State laws fail. For instance, if 
gress passes a bankrupt act, all insolvent laws of States become i 
erative from the moment that act passes. The bankrupt act repe; 
the insolventlaws of themselves come again into force. This is bee 
the bankrupt act necessarily covers the whole field, and there is no ] 
for the operation of any State laws. 

But in the mail service it is different. Congress has the pow< 
monopolize the business or to perform only a portion of it. Prj 
ezj)resses had the right to run until Congress passed a law prohib 
them from doing so. So it is with the telegraph. The Govern] 
can begin the business and allow the telegraph companies to go oi 

In case the bill of the chairman should be adopted, what would b 
true course to be pursued ? I should say establish low rates, sa; 
cents under a thousand miles and 50 cents for all distances over a t 
sand miles. Begin moderately, slowly, allowing the Western D 
to do the business of the railroads and of the mercantile commu 
Then by degrees, as the Government telegraphs increased, the 
would come when negotiations would begin ; and by degrees, by 
tract or in some other way, the whole business would be trausfe 
from the private corporation to the Government, and without any b 
in the business, as was suggested by Mr. Evarts. The whole t 
would go on smoothly and we should have a postal telegraph sei 
more complete than anything else the world has ever seen, because i 
the United States undertake to do they do better thaii is done by 
other government. I repeat, as I have said before, that there is no 
tern, i)rivate, corporate, or governmental, so perfect as the postal i 
ice of this country. Our Government is the government of the pe< 
fo|* the people, and through, the people 3 and when it is said that 
vate corporations, looking out for their own interests, and not for 
public interests, can manage the business for the public better than 
l)eople can, through their representatives, I must beg leave to d 
from that opinion, and say that I trust in the people and believe 
they can honestly and faithfully manage their own affairs. 

1 would like^ Mr. Chairman, to submit some amendments to the 
and also submit as a part of my argument some newspaper cutting 
regard to this matter which I think may be of interest. 

The Chairman. Of course we will be glad to receive»any amendm 
from Mr. Hubbard that he may propose. 



STATEMENT OF OABDINEB d. HUBBARD. 69 



AMENDMENTS 

SUOaESTED' BY HB. OABDINEB HUBBABD TO << SENATE BILL 1016 
TO PBOVIDE FOB THE TBANSMISSION OF GOBBESPONDENOE BY 
TBLBaBAPH." 

• 

Amend lines 4 to 10 inclasive, of section 3 so as to read : 
'^ When the distance of transmission is ander one thousand miles, 
twenty-five cents ; for all greater distances, fifty cents ; for telegrams 
directed to be transmitted by night, twenty -five cents." 

Strike out " five hundred," in line 4, section 4, and insert " one thou- 
Biind '' so as to read : 

^^ Sec. 4. That the charges for the transmission of special telegrams to 
newspapers and commercial news associations, for each one hundred 
words or less, for each circuit of one thousand miles, shall not exceed 
fifty cents if sent at night, and one dollar during the day." 

Insert after the word " act," in line 3 of section 6, ** or some other tele- 
graph company, as is herein provided," and strike out the word '*said," 
in line 8, same section, inserting in lieu thereof the words '^ such con- 
tracting," so as to read : * 

"Seo. 6. That the Postmaster-General is hereby authorized and di- 
rected to contract with the postal-telegraph company incorporated by this 
act or some other telegraph company, as is herein provided, for the trans- 
mission or correspondence by telegraph according to the provisions of 
this act, such contract to be terminable at the option of Congress. The 
Postmaater-Oeneral shall famish at each postal-telegraph office such 
Huitable place for the office, employes, instruments, and batteries of such 
contracting company as shall be necessary for its business." 

Strike out in section 5, lines 20 and 21, the words <'to the construc- 
tion and the extension of its lines," so as to read: 

" After the payment of eight per centum per annum upon its capital 
stock its profits shall be appropriated to the seduction of the charges 
for telegrams, under the direction of the Postmaster* General." 

Insert the word '* contracting" before ** company," in line 26 of sec- 
tion 6, also in line 2 of section 7. 
Strike out the word *' next " in line 10 of section 7. 

Let section 8 end with the word <' Washington," in line 42 of that 
sectioD, and section 9 begin with the words following, viz : ^< The said 
contracting company," &c. 

Insert the word ^contracting" before <' company," in Une 42 of sec- 
tion 8, and lines 1 and 15 of section 9. 

Strike out in line 5, section 11, the words ^' unreasonably refuse or 
neglect." and insert instead ^^ fail," so as to read : 

** And if it shall fail to make such contract then the franchise of said 
company and all its rights and privileges shall thereupon (ease and be 
determined." 

After the word ^^ act," in line 11, section 11, insert the following : 

^Provided further^ That if any telegraph company in operation on the 

flnt day of January, 1884, shall, witi^in thirty days from the approval 

of this act, in writing notify the Postmaster-General that it is willing 

to enter into a contract to perform the service on the terms specified 
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herein, the Postmaster-General shall thereupon advertise in three ( 
newspapers printed in each of the cities of Washington, Boston, 
York, Philadelphia, Saint Louis, and Chicago, that offers to pen 
the said service, accompanied by satisfactory security, will be rece 
by the Postmaster-General and Attorney-General, and the contra( 
made with the parties offering the most favorable terms to the pu 
If any other party than the United States postal telegraph comj 
shall be the lowest bidder then the franchise and privileges hereby 
ferred on said company shall be held and enjoyed by such contrac 
company if it shall wish to take the service." 

After the word ^' company," in line 13 of section 11, insert ^^or of 
other company contracting with the Postmaster-General under the 
visions of this act." 
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APPENDIX. 



: [Now Tork Herald, July 21, 1883.] 

WAGES AND WATER. 

The telegraph strike goes on, and so far without unlawful disturbance. Both sides, 
the companies and the strikers, express themselves satisfied with the result and deter- 
mined to hold ont. That is the usual way. Very soon the contestants will, it is to 
be hoped, come together to discuss their differences and submit them to arbitration, 
or in some other way bring about an amicable settlement. For the present the strik- 
ers have public sympathy with them ; they need to be careful in all their conduct and 
iangaaee in order to retain it. The public does not comprehend the details of their 
demands, but it sees that some at least of these are reasonable ; and we believe the 
g:eDeral feeling J nst, that the Western Union Company ought, as a powerful corpora- 
tion, by kindly and considerate treatment of their workingmen's statement of griev- 
ances, Vo have opened the door to a friendly arbitration. No harm can ever come from 
rach a moderate and conciliatory course on the part of corporations which are great 
employers of labor. 

The tribune thinks that ''no course was left open to the telegraph companies but 
to refuse to accede to extravagant demands. * * * No doubt some of the conces- 
siouB asked by the men, such as extra pay for Sunday work, would have been granted 
by the telegraph companies if properly laid before them. But as a whole the demand 
of the operators was unreasonable, and was especially objectionable in the way that 
it was presented." It seems to us that if the demands were just, the " way they were 
presented " need not have prevented at least an attempt by the Western Union at a 
. friendly discussion of them. It is not necessary that workmen shall get on their knees 
r when they present a list of what they believe to be grievances to a corporation which 
employs them. If the Telegraph Brotherhood spoke hastily, which we do not think 
to be the case, that gave their employers an opportunity, by moderate and friendly 
treatment, either to convince and win over the reasonable members of the Brother- 
hodo, or, failing in that, to put them clearly in the wrong before the public. 

The Evening Post goes further than the Tribune, and thinks telegraph operators 
ought not to be allowed to strike at all. Laws oucht to be passed, it seems, to forbid 
them to do so ; and if they do not like such lawsotner employments are open to them. 
Well, we suspect it will be a lon^ time before such laws are adopted in the United 
States. Before that is done the interesting question will be fully discussed whether 
corporations may water and water and water their stock, without limit, except the 
Xreed of those who manipulate them, and then, in order to secure dividends on such 
watered stock, cut down the wages of their servants. The Tribune says that to ffive 
itii operators what they ask *' would cost the Western Union Company alone a million 
aiul a half dollars annually." We do not know how that may be ; possibly it is so. 
But when a prominent journal proposes laws to forbid the servants of telegraph and 
railroad companies to '* strike,'^ and when another prominent journal thinks theman- 
n«r in which tbo servants of a great corporation presented their grievances in this 
caae was *' especially objectionable," it is timely to call attention to the financial his- 
tOTT of such a corporation. 

Because the question is thus raised whether, if the capital of the Western Union 
Company represented only the fair value of its property and franchises, it could not, 
at preaent rates of telegraphing, earn fair and even large dividends on such capital, 
L even though it accedrd to all the requirements of its servants. 

. The present capital of the Western Union Company is eighty millions. How was 
itiaiaed to that prodigious figure f By builaing telegraph line§ or acquiring other 
pt^wrty T Ko: for It owns but a part of the lines— and not the larger part, we have 
Qiulentood — woicb it works. It holds a great part under lease from the owners, rail- 
read eompaniea and others, and it owns comparatively little real estate. 

How, rheo, came about these eighty millions, on which a dividend is regularly 
«leclaredt Last year an ingenious pamphlet was issued to demonstrate the extraor 
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diuanr valae of Western Union stock as on invest men t for conn try gentlemen 
this the prosperity of the company was set forth at length, and there we tlnd th 
low ing passage : 

'*Tbe authorized capital of the company then was (500,000^ of which only ii 
three-fourths had been issued. On August 19^ 1858, the first scrip dividencl wa 
clared, being 33 per cent, on t:)ti9,700, the amount of outstanding stock. On 
tember22of the same year, after the amount of the authorized capital had hv^ 
creased, a scrip dividend of 414.40 percent, on the capital stock of $485,700 was in 
Three more scrip dividends were issued previous to the purchase of other lines 1 
suing stock. They were as follows: July 16, 18t^, 27.26 per oeut. on the capital t 
outstanding of $2,355,000 ; March 16, 1863, 100 per cent, on the capital stock 
standing of $2,979,300 ; and December 23, 1863, 3;^ per cent, on the capital of $5,96*. 
increasing the capital stock to $7,950,700. About January, 1864, an arraneemen 
made for the purchase of the Pacific Telegraph Company, a corporation charter 
the State of Nebraska and authorized to buy, build, and operate a telegraph lino 
some point within a Territory or State east of the Rooky Mountains to San Pran( 
Its capital was $1,000,000. The purchase was effected by an exchange of the > 
ern Union stock issued for that purpose for the stock of the Pacific Telegraph * 
pany, the amount being $1,277,210." 

Here we r ead of one ''scrip dividend'' after the other — 33 per cent., 414 per < 
27 per cent., 100 per cent., 33^ per cent. ; and then we read of the purchase of c 
companies by issue of Western Union stock. 

A writer who last December criticised the statements of this Western Union pain] 
in a letter to the Herald which, so far as we know, was never noticed by the 
pany, remarked on this : 

'*It is nowhere said that the Pacific Telegraph Company owned any wires oi 
any line actually built, though they received over $1,2^,000 for their charter and 
nosed property. That in the purchase of the United States Telegraph stock 
$7,216,300 paid for it was, according to good authority, fully five times its true v; 
The capital of the American Telegraph when it was abitorbed wps almost asmiic 
flated as that of the Western Union, and amounted to $3,833,100; yet $l],b33,100, 
bonus of $8,000,000 in Western Union stock, was issued in exchange for its prop( 
In these ways the stock was watered to $41,000,000. In January, 1881, the pami 
shows this prodigious ' water' was again watered, and the capital of Western U 
was increased from $41,000,000 to $80,000,000, by the payment of $15,000,000 in 8 
for the property and franchises of the American Union Telegraph Company, not w 
then more than $3,000,000. At the same time the Atlantic and Pacific Telegraph ( 
pany was abborbed by Western Union at the expense of $8,400,000 more of stoci 

Eroperty also worth about $3,000,000, and then a scrip dividend was issued to the st 
olders of Western Union on top of all this of over $15,500,000 more." 

It is a very general and freely expregsed belieT amon g telegraph ex perts that the \i 
Western Union plant could be duplicated to-d;&y for twenty, or at most twenty 
millions of dollars. To put it at forty millions seems to every expert we have h 
speak on the subject — which is one very frequently discussed ^laughably extravag 
There would remain even in that case forty millions of ** water," on which a 5 per ( 
dividend is paid. The journals which think laws should be passed to forbid 
graph operators from striking would do well to consider whether laws should not 
be passed to forbid great corporations from watering their stock. 

Strikes of working men and women are disagreeable events, but they are ofbei: 
only means these have to make their grievances known to the putilic or to get t 
remedied at the hands of their employers. So long as strikers conduct themselvi 
a lawful manner, without violence and without trying by intimidation to pre 
others from taking the places they have vacated, they are within their rights 
pretty certain of the sympathy of the general public, especially where, as in thisc 
they appeal against a corporation which pays dividends on a heavily watered cap 

We ao not think it wise in such corporations, by over-haughty and supercilious 
duct towards their servants, to hasten the raising of the issue betweeu wages 
water, which is sure to come up some day. Our advice to the managers of t he Wes 
Union Company is to come to terms with thoir striking servants as soon as possi 



[New York Hersld, Jaly 26, 1888.] 
GOVERNMENT TELEGRAPHS. 

One of the numerous rumors circulating on the street relates that Mr. Jay Go 
who is believed to hold a considerable number of millions of Western Union stock 
water, has been for some time anxious to get rid of it, and hopes by embarraHi 
the public through a telegraph stoppage to create a demand that the Governnieut ^ 
buy out the Western Union Compauy and itself monopolize the telegraph. 

We do not believe this report. Mr. Gould is an astute man ; he may be ever so s 
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iocs to unload his telegraph stock, but he is too shrewd to believe that he can unload 
it on the Government. It is tme there has been for some time past a growing belief 
that the Government might usefully take part in the telegraph business, and at the 
last session of Congress a resolution was reported and, unless we mistake, adopted, 
authorizing an inquiry into the actual cost of laying wires and completing a telegraph 
"plant." But Mr. Gould does not delude himself with the thought that such an in- 
quiry would lead to the purchase by Congress of the Western Union Comjmny. He 
xnows that his company owns but a part of its wires ; that it has, in fact, represent- 
ing Its eighty millions of stock in part, a great lot of leases of other people's wires, 
and that in other ways it is not a property which would bear that close preliminary 
examination which even the Government makes before it buys. 

Kor will the public, even under the irritation whieh the Western Union's needless 
qnarrel with its operatives is causing, Jump to the conclusion that the Government 
OQght to monopolize the telegraph ; .because the one lesson of the present derangement 

9 18 Uiat so important and vitiQ an interest cannot be safely trusted in any single hand, 

not even in that of the Government. Everybody now sees that if the Western Union 
fttock-waterers had not shrewdly contrived to destroy or absorb all their rivals, and 
thus made themselves substantially a telegraph monopoly, the present trouble and 
loss could not have been put upon the public. If the rival companies consolidated 
with Western Union we^ now in existence the Western Union managers could not 
have oppressed the public, whatever they might have attempted with their workmen ; 
because the public would have had recourse to the other companies, which were equally 
capable of serving it. 

This oondderation leads directly to the effective means by which the Grovernment 
can protect the public against telegraph monopolies. Congress may, if it sees fit, au- 
thorize the construction of a complete network of postal telegraph lines, lo be used 
in connection with the letter mail and as part of the postal system of the country 
6ocb a Government line could be properly used for expediting private correspondence. 
Letters mailed would be sent for two cents, as the new law provides. Letters tele- 
graphed would pay a heavier charge ; they would be telegraphed to the office of des- 
tination, and there delivered by carriers in the ordinary course of mail delivery. 
Thus, for a moderate extra charge, the time now required in transmission by rail 
would be saved. 

Such an arrangement would be a great public convenience, but it would not create 
a monopoly nor prevent the profitable prosecution of private telegraph enterprises. 
A large and rapidly-increasing mass of business correspondence requires instant dis- 
patch, and this would still go over private lines; so would the news reports of the dif- 
ferent press associations, which require quick dispatch. There would, in fact, remain 

b for well conducted and unwatered private companies abundant business to secure them 

satisfactory profits, just as the surface railroads in this city continue profitable, 
although they have now to compete with the elevated roads. But the Government 
lines would stand as an effective protection for the neople against the unreasonable 
exactions ol speculative companies having for their cnief aim, by any means, to secure 
a dividend on h avily watered stock. 

A Government telegraph line such as we are suggesting would, in fact, do for the 
people of the whole country what the Erie Canal does in an equally important rela- 
tion. The Erie Canal prevents the trnnk-line railroads from combining to charge ex- 
cessive rates of fireight. It does not prevent the operation of these railroads, nor 
their profitable operation. The Central, the Erie, the Pennsylvania, the Baltimore 
and Oniu and an increabing number of other railroads carry the products of the West 
to the East, and do a goodbusiness. But the Erie Canal, whicn can car^y cheaper 
than they, not only has a valuable traftfo of it<s own, but, what is of vital importance, 
it proiecta the people against the combination of railroads to exact unreasonable 
rates. 

This is the tme office of a Government telegraph line, if we ever have one. It will 
be a uaeAi] and very convenient a^unct to the mails, but it should not and need not 
drive oat private telesraph companies. It will enable a letter written, sav, in Cin- 
cinnati to bo deliverea at its New York address as quickly as it would bo deuvered at 
a Cinei nnati address if mailed there for city delivery. That is a convenience for which 
a great nimiber of people would pay a moderate extra charge. But for stock orders 
and a great mass of other business correspondence, and for news reports, the lines of 

I private companies would still be used, at a somewhat higher charge for quicker dis- 

^ patch. 

We are surprised that any one should think it desirable or practicable in this conn- 
try for the Government to assume the monopoly of the telegraph. But we confess we 
■n still more surprised that such astute men as Mr. Jay Gould, Mr. A. B. Cornell, and 
the other managers of West«m Union did not foresee that whenever they made the 
publio ieel the iron hoof of their monopoly upon its neck, that could only result in a 
geovtml determination of the people to protect themselves against such oppression, 
o«i by baying the monopolists out, but by setting up an independent Government 
line. 



N. 
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(^•w York Herald, July 80, 1888.] 
WAirrRD— A POSTAL TELEGRAPH. 

The strike of the Western Union Company against the public has had one good effi 
It has forced the attention of the people to the expediency of a Govemment or pot 
telegraph. The question is jg^ettinff discussed by tnoughtfol Journals in all parts of 
«ountzy, and the discussion is likely to continue. We print elsewhere a few extrsj 
from many at hand, to show the general drift of public opinion. 

Several important points seem already fixed in the public mind : 

First. It is generally atdmitted that a monopoly of the telecraph by the Govern m 
would be as inexpedient as one by a private company^ suon as the Western Un 
etock-waterers have been for years encaged in establishing. 

Second. It is everywhere held that the Govemment ought not t-o think of buying 
Western Union out, and for the reason that it can build a more complete system 
lines for a small fraction of the Western Union's nominal capital. On this Lead i 
cautious and accurate Journal of Commerce says : 

'' Its nominal capital is 180,000,000, while all of its present property could be replai 
in better working order at a cost not to exceed $15,000,000 at the outside, and pr< 
ably at not over 110,000,000 or $12,000,000. It has issued large blocks of stocks, par 
to buy up opposing lines and partly by way of watering its own shares. It has ne^ 
paid much regard to the public accommodation. Its rates have been far too high, a 
its treatment of its customers is arbitrary and Insolent to the highest degree. It I 
fought off or purchased, as far as it could, all competition, and it has refhsed eve 
reasonable concession to the demands of the press and the general public.'' 

The Chicago Tribune points out that the British Government, which bought c 
Englisii lines, paid much more than thev were worth. It adds: '*The demand i 
postal telegrapny has been immensely quickened bv the occurrence of the present stril 
But in insisting that the idea of the post-office be so widened as to include elect i 
letters the people of this country, taking counsel of their own good sense, as also 
their expenence, will hold to two points unwaveringly. These are : 

*' 1. No purchase of existing lines which are bloated with watered stock. 

<'2. Genuine Govemment civil service to run the telegraph f^ee of all office gra 
bing." 

Third. It is generally seen that the Govemment, with a moderate expenditure, a 
construct lines which will cover the country more completely than Western Union h 
ever done, and that the postmasters at small post-offices can learn the art of telegrap] 
and thus unite their present duties with those of telegraph operators, greatly to tl 
public convenience. 

Fourth. It is seen, also, that a Govemment telegraph will not supersede or dri' 
ont private companies, but will, by a wholesome competition, compel these to ser* 
thepubUo at fair rates and punctually. 

The New Haven Palladium recalls the speech of Senator Edmunds at the last se 
sion in favor of a postal telegraph. We hope this eminent Senator will take up tl 
subject as soon as Congress reassembles. He will find, unless we are much mistakei 
very general support from both parties, and a full discussion of the question will, ^ 
believe, bring the next Congress to the determination to establish at once a generi 
postal-telegraph system. The Govemment, as the Palladium properly says, will m 
need to expend money for right of way, as it has the right to run wires over all poi 
routes, ana that is everywhere. ^ 

Hitherto a good deal of opposition to the Government undertaking telegraph wor 
has arisen tvom the fear that in some way Con^^ress would be induced to follow tfa 
British example and buy out existing lines. But it is now clear that the country woui 
not for a moment tolerate any such scheme as this. No one desires the Government t 
monopolize the telegraph business. In that it is seen there would be many daogei 
and inconveniences. But the idea of a postal telegraph used as an a^unct to the maj 
service gains favor everywhere, because it is iiot open to the just objections of th 
other plan. The true use of a postal telegraph will be, as we pointed out the other day 
to effect a speedier letter delivery. Dispatches or letters sent by postal telegraph wfl 
be put into the general mail delivery at the point of destination ; and thus, for ] 
trifling additional cost, a letter writer will save, in point of time, the whole distance 
between the place where he writes and the place where his letter is to be delivered 
A letter for New York, written at Cincinnati, Chicago, New Orleans, or San Franci8C( 
would reach New York the same day and be there delivered in the ordinary course oi 
tbe letter carrier's work. 

For that convenience the public will pay what it costs ; and the Government, whicl] 
does not water its stock, will charge no more than cost. But a great and increasinfi 
mass of business and press correspondence which requires immediate delivery will 
still go over well-managed private lines, of which under such a system there would 
probably be more and more. Everybody who has considered the question knows that 
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the tfclegrapli is not yet used to one-tentb the extent that it ought to be and would be 
were it oot tbat rates have been kept unduly high by the Western Union stock- water- 
«r8 in order to secure dividends on their enormously inflated stock, and were it not, 
besides, for the poor and irregular service, which discourages the use of the telegraph 
except when it is absolutely required. Thfre is no reason why a dispatch taken at 
New York at 10 a. m. should not be delivered in Cincinnati before 2 or 3 p. m. Yet 
such delays are frequent, and no one who uses the telegraph but has been annoyed at 
such vexations loss of time, and by the uncertainty as to how soon his dispatch will 
^et to its address. 

The establishment of a postal telegraph will compel private companies to content 
themselves with reasonable charges, and, what is of even greater importance to tbe 
poblic, will force them to prompt delivery, because tbat will be necessary to secure 
them business. The telegraph is still open to great improvement in this matter of 
handling tbe business which comes to it. But such improvement, however urgently 
required by the public convenience, will never be made without such competition as 
a Government postal telegraph will provide. 



[New York Herald, Aagnst 1, 1883.1 
POSTAL TELEGRAPH NOT A MONOPOLY. 

We print elsewliere another set of extracts from journals in different parts of the 
country which favor the establishment of a postal telegraph system. The question 
is very widely discussed, and we could fill pages of the Herald with the arguments 
made by Journals North, South, East, and West which demand that the Government 
shall undertake the telegraph service either entirely or, as the Herald has suggested, 
in part, and as a more expeditious letter service. Many newspapers which oppose 
Government lines because they fear a Govemnoent monopoly of the telegraph, ireely 
admit that the question is one which ought to be discussed, and must be met, and 
that it may be better to have a Gk>vemment monopoly than a private monopoly of the 
telegraph, such as has been created by the Western Union stock- waterers. 

The proposition which finds most favor does not look to a Government telegraph 
monopoly at all. Tbat is not necessary and is not desirable. We need not and should 
not follow blindly European precedents. The British Government bought out the 
private telegraph companies and paid, as is now known, much more for their wires 
and other property than these were worth. That is a plan which would suit the 
telegraph monopolists here very well ; but to that the public will not consent. 

The plan favored by Senators Edmunds, Sherman, and Piatt looks to the building 
of an index>endent Government line, to be operated as an adjunct to the mail service. 
There is nothing impracticable about that ; nor would such a Government line drive 
out or take prohtable business away from private lines. The Government line would 
enable a person to telegraph a letter instead of sending it by railroad ; the telegraphed 
letter would be delivered in the ordinary course of mail delivery at its point of des- 
tination. This would be a great public convenience ; but it would not supply the 
business and press demand for the utmost speed, and the private companies would 
still have their lines full of business. Only the competition of Government lines 
would force them to reasonable rates, und, what is even more urgently required and 
less attainable under the present private monopoly, to accurate and quick transmis- 
sion and delivery. ^ 

The Chicago Tribune, which discusses this plan in an extract which we reprint 
elsewhere, remarks that a Government telegraph will not extinguish or discourage 
private companies anv more than the Post-OfBce Department undertaking to carry 
merchandise parcels has extinguished or injured the express companies. The cases 
are precisely parallel, and the Chicago Tribune's illustration makes clear what would 
be the effect and what the uses of a postal telegraph. 

The World does not think well of a Government telegraph. We did not suppose 
it would. It will find its arguments met and overthrown in the different extracts 
from influential journals which we print in other columns. When Congress meets 
and the i>ostal telegraph is urged, there will be^ of course, the usual outcry of '* vested 
interests; " no doubt some Senatorial friend of monopoly will, like the World, shake 
the Constitution in the face of Congressmen ; but we agree with that other Democratic 
journal, the Star, which says : ''We have every expectation that not many more 
weeks will pass before the press all over the country will urge the consideration of a 
postal telegraph bill next winter. That is the only real, reasonable, and permanent 
Dope of reUef ai^ainst the present oppressive and parsimonious monopoly which has 
crippled the business of the continent in order that it may assert its power over the 
strikers " 
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The telegraph business, as now condacted, must be extraordinarily profitable, for 
it enables Western Union to pay large regular dividends on an enormonsly watered 
stock. In the usual course of events, in a free country like this, great protits induce 
competition. It has been so in this case. A number of competing telegraph lines 
have from time to time been established. What has become cf them f They have 
been bought up and combined with Westehi Union. For years this process has been 
going on, with the unconcealed object of creating a huge telegraph monopoly, which 
should be able to charge the public what it pleased, and give it as ^or service a» it 
chose. In a pamphlet, circulated last year with the object of inducing country peo- 
ple to invest their savings in Western Union stock, this monopolistic purpose was 
eviU boasted of and its success proclaimed. To persuade investors that Western 
Union was a particularly good thing, they were told that tbis company possessed now 
a monopoly of telegraphing ; that it had no opposition to fear, and the Western Union 
was boldly likened to *^ an army of occupation,^' in these words : 

" In truth, the Western Union Telegraph Company may be more aptly compared 
to an army of occupation than almost any other organization in the country. Pre- 
sided over by a general of experience and renown, its employes are a host distri- 
buted in ranks and divisions, and in a possession of the country more complete than 
could be otherwise acquired, except by peaceful acquiescence following upon neces- 
sity, usefulness, and efficient service. Ko competing company could supplant it or 
lessen its hold upon vast portions of its territory so completely preoccupied. To bff- 
lieve so would be to believe that capital could be turned into channels utterly un- 

grofitable, unsafe, and disastrous. On& might as well try to induce water to run up a 
ill. New inventions of an experimental cbaracter, such as automatic systems and 
postal telegraph devices, and the extension of telephonic facilities, may threaten the 
completeness of the gra^p which the Western Union Company has upon the power of 
instantaneous communication in this country, but until there is some better evidence 
of ability to compete, with profit, with the perfection of system attained by this com- 
pany, no fear need be entertained but that it will retain its capacity to earn in larger 
proportion than almost any other enterprise in the country." 

This was after Western Union had gobbled up the Atlantic and Pacific and Ameri- 
can Union competing companies, and when the Mutual Union's turn to be enveloped 
in the arms of the great Western Union cuttlefish was near at hand. 

There has been, therefore, no such free competition as in the natural course would 
have come about. Competitors have been bought off or bought up by men who had 
determined to monopolize this vitally important means of communication, and who 
have, in fact, succeeded. They did not care what it cost them, for they were going 
to make the public pay the cost by high rates and poor service, and make their work- 
men help pay the cost by low wages. 

It is clear that in this case " the laws of trade " have been deliberately prevented 
from working. It remains for the Government to step in — not to assnme a monopoly 
itself, but to provide that wholesome and proper competition which alone can liber- 
ate the public from the grasp of this Western Union " army of occupation." 



[New York Herald, August 2, 1883.] 
THE TELEGRAPH STRIKE. 

The Chicago Tribune thinks we misunderstood one of its articles the other day on 
the relations of the strikers to the public. We will not dispute with our contemporary, 
which has a right to define its own meaning ; and in later articles it has shown itself 
on the right side — the side of the public. 

In a strike like this of the telegraph operators the public must necessarily suffer a 
good deal of inconvenience; but that cannot be helped. It would be much better to 
settle all such disputes by arbitration ; but to accomplish that employers must show 
a friendly and conciliatory spirit toward their people. 

Where competition in business is free and open, there, again, strikes are not so fre- 
quent, and when they happen the public is not inconvenienced. * The Western Unloa 
has been engaged for years in either absorbing or disabling its competitors; it has de- 
stroyed competition and established a monopoly. If the companies it has absorbed 
were in existence to-day the public would not be inconvenienced by the trouble be- 
tween the Western Union and its people. 

The Senate Committee on Education and Labor is to meet here next Monday to 
look into the causes of the telegraph strike. Its inquiry will probably give important 
information to Congress on the subject of the necessity for a postal telegraph system 
as a means to secure healthful competition in the telegraph business. Meantime the 
strike goes ou ; and we i^gret to see that dififereut journals continue to discuss It from 
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a merely sentimental point of view — ^they are friends and supporters of tbe company, 
or they are friends of the strikers. But the real party interested is the public. The 
real question is how to prevent hereafter another telegraph blockade. The workmen 
Iiave a right to strike. The company, even if it is a monopoly, has a right to stand 
out against its workmen. Between these two it is a trial of endurance in which the 
public has nothing to do but to look on. But the public has a right to ask Congress 
to do the only thins which can prevent a repetition of its losses, and that is to estab- 
Utah a Government Tine in competition with the private lines. There is no other way, 
And there is no w a very peremptory and general demand for that way. 



^ITew York Herald, Angast 6, 1883.] 
POSTAL TELEGRAPHY. 

We print elsewhere this morning another collection of extracts from influential jour- 
nals in different parts of the country discussiug and favoring the establishment of a 
postal telegraph system — ^not as a Government monopoly, but as an adjunct to the 
fetter mail service, and b^ way of a wholesome and, as is now generally seen, neces- 
sary competition with private lines. 

A Government monopoly, as some of these journals clearly argue« is not wanted, and 
is not desirable. But competition of some kind is absolutely required by the most 
important public interests ; and private competition with the Western Union has been 
deliberately made impossible by the monopolists who control that concern. 

How they have done this, by what persistent and unscrupulous use of courts and 
other means, during a number of years, is shown in an instructive Congressional re- 
port, from which we print extracts elsewhere. This report, made by Mr. Bingham, 
of Pennsylvaiya, from the House Committee on Post Offices and Post-Boads, at the 
close of the last session of Congress, brings to light some new facts concerning the 
operations of the Western Union in its deliberate plot to drive out all competitors and 
monopolize in its own hands the telegraph communications of the country, and make 
of it«elf, as the famous Weet-em Union pamphlet boastfully said, an *^ army of occu- 
pation." 

In its remorseless determination to establish a monopoly of the telegraph, the West- 
em Union, this report relates, began by preventing, on a flimsy excuse, tne passage of 
a law by Congress chartering an opposition enterprise. *^The inducement at that 
time," says this Congressional report, *^ to invest a large sum of money in the develop- 
ment of a separate telegraph system was withdrawn by the failure of Congress to grant 
tbisact^ of national incorporation. Since that time (1866) the Western Union Tele- 
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the Southern and Atlantic, the Atlantic and Pacific, the American Union, and so on- 
all swallowed by Western Union. 

Hext comes, in the Congressional report, the story of Western Union in the courts, 
where this monopoly '* constantly contested" with opposition lines 'Hhe rights in- 
tended to be granted by Congress under the act of Ih^, granting the rights of way 
along the railroad post-routes of the United States," while, when it had its own ends 
to subserve, it turned about and pleaded in tbe courts for tbe very rights, which, as 
tbe report says, it '' theretofore always denied to other telegraph companies." The 
report also relates the Western Union's dealings with patents. But we refer the pub- 
lic to the document itself, printed in another column. 

It is plain from the facts there stated by a committee of Congress that '^ whether a 
postal telegraph syst-em shall be established or not, or whether the control of tbe tele- 
jj^raph business of the country shall be lefb in private hands, subject to such legisla- 
tion as Congress may deem advisable to secure reasonable competition without the 
danger of constant absorption by the Western Union Telegraph Company, is a ques- 
tion to be seriously considered." 

That is the real question, and to it the country is making a very decided answer. 
It iH plain that the Western Union monopolists do not mean to tolerate competition. 
They have got the public and their workmen by the throat. They mean to make a 
dividend on their eighty millions of stock at all hazards. A poor and dilatory service 
for the public and low wages for their work-people are necessary to achieve this, it 
•eemH. If the underpaid workmen strike, the public must suffer; if the low wages 
bring only incompetent workmen, again the public must snffer. If an opposition and 
completing line is attempted it must be harried in the courts and finally absorbed if 
it rnnnot otherwise be destroyed. That is tbe system by which the monopoly has 
mailo ilM>]f, US its friends boast, an *' army of occupation." ^ 
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If the Weetem Union had not made free competition impoeaiMe there would be u 
such general outcry for Qovemment poetal linea aa now is heard all over the conntrj 
Bat when a gigantio monopoly deliberately makes free competition impoesible in * 
bnsinees ao vitally important to the whole commnnity as is communication by tel< 
graph the Government mast step in to liberate the citisens from oppression. Forti 
nati'ly it is not necessary that the Government should itself monopolize the telesrapl 
Its lines, used for the transmission of letters, to be delivered at destination aa Tettei 
are now, will serve as a sufficient protection to the public and will no more drive on 
or injure legitimate private telegraph companies than the transmission of merchandie 
through the mails has rained or injured the express companies. 



[Keif York Heald, Aognst 7, 1883.] 
POSTAL TELEGRAPH SUGGESTIONS. 

General Huidekoper, postmaster of Philadelphia, has given practical consideratio: 
to the problem of such a postal telegraph as the Herald has urged, and in a convei 
sation with a Herald correspondent, printed elsewhere, makes some valuable state 
ments and suggestions on the subject. He has no doubt that telegrams can bo deliv 
ered by letter-carriers in cities as quickly — at least to those parts distant fron 
telegraph or post-office centers — as the telegraph companies now send them, and o 
this no one wno has experienced the vexations and dilatory deliveiy of telegrams a 
even short distances from the main offices in our great cities will have any doubt. 
General Huidekoper savs on this poiut : 

** One hundred and fifty-six of our carriers are taken frt>m this office four times ] 
day to distant parts of the city by wagons and brought back again immediately afte 
they have made each delivery, so that they can reacL their routes, without sufferiii| 
the detention which they would if they were transported by street cars; anc 
I am inclined to think that telegrams now received in this city for points tw< 
miles from the central office are not now delivered as promptly as if they were in 
trusted to the city delivery department of this office for carrying. Of course in th< 
business center of the city the delivery of letters should be made every hour; and i: 
the delivery of telegrams was also a part of our business an intermediate delivers 
could readily be made of these. I think every one who lives in the outskirts of Phil 
adelphia or m the suburbs believes that telegrams are not now delivered until a suffi 
cient number accumulate to warrant the sending out of a messenger, and that th< 
postal service is now almost as rapid between the central office and substations as th< 
present telegraph service. " 

As to country offices he makes the following useful suggestion : " It seems to m< 
that the postal service should be extended to every post-office in the United 8tatef 
by having certain post-office centers from which telegrams could be distributed b^ 
mall. For instance, a telegram sent from here to a small post-office fiftrcen miles from 
Chicago could be sent to the Chicago office and mailed there — the sender being in- 
formed at this office as to when the mails for the office of destination would leave 
the Chicago office and the telegrams could be sent with reference to the time on 
schedules so as to make the proper connections.'' 



[New York He»1d, August 10, 1883.] 
POSTAL. TELEGRAPH. 

We print elsewi ere this morning a fourth series of extracts from influential jour- 
nals in all parts of the country discussing the various aspects of the telegraph ques- 
tion. It will be seen that the demand for competing lines, to be established by the 
Government, is widespread and general. The Chicago Tribune, in a leading article 
of great ability, takes up the different points of the question and holds — 

First. That public sentiment will not tolerate the purchase by the Government of 
the present private lines. 

Second. Tnat the Government must construct its own lines. 

Third. That there should be no attempt at a Grovemment monopoly of the telegraph. 

Fourth. That competition between Government and private lines is possible and 
necessary, because in that case any abuses on Government lines would be remedied by 
the public using the private lines. 

Fifth. That tne Government has the same right to build and operate telegraph 
lines as private individuals, and there is no pretense that private individuals or cor* 
porationcTmay not build new and competing lines. 
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To these considerations other journals add that — 

Sixth. The amalgamation policy of the Western Union has made healthful com- 
petition by private effort impossible. All new competitors are either crashed oir 
bought off or *' swallowed. " Hence it is necessary that the Government shall come 
to toe help of the public. 

Seventh. That the use of the telegraph is still capable of very great extension, and 
that as fasr. mails have superseded s&w mails, so it is necessary to make the telegraph 
not only ^' the rich man's mail, " but the poor man's as well. 

Eighth. That, as several experienced postmasters have explained, there is no diffi- 
culty at all in making the telegraph an adjunct of the post-office, and having post- 
office telegrams delivered by the letter-carriers, or in small places simply delivered at 
tbe local post-office. 

Ninth. That the cost of the service will not be great, and that it will be undoubt- 
edly self-supporting. 

Tenth. That the necessary employment of skilled operators will be a help towarda 
civil service reform. 

Finally, the opinion is very generally expressed that the next Congress ought to^ 
and very probably will, pass a postal telegraph act. 



[New York Herald, Aagast 14, 1883.] 
GOVERyMBNT COMPETITION NEEDED. 

We print elsewhere this morning another series of extracts from journals in differ- 
ent parts of the country a|^uing in favor of a Government line of telegraph to com- 
pete with private lines. Two of these articles-Tone from the New York Public and 
one from the Chicago Tribune — are so valuable that we make extended extracts from 
them. They discuss t<he various phases of this important matter with such ability a» 
shows that these influential journals have made a careful study of it. From the New 
York Star, aJso, we reprint an article in which that joarnal with couspicuous ability 
answers the objections raised to Government competing lines by the World and the 
Son. 

There is no longer any doubt that the popular mind is determined upon a Govern- 
ment or postal telegraph system. The objections to it in the press, here and there, 
are feeble and for the most part doctrinaire, resting upon grounds which could be 
just as strongly urged against the Government carrying the mails. On the other 
nand, it is quite clear that the longer the plan of Government competing lines of 
telej^aph is considered the stronger and more numerous are the reasons developed 
for It and the more practical and necessary to the public convenience and security it 
is shown to be. . ^ 

It is the general opinion that the Government ought not to assume the exclusive 
control of the telegraph, because a Government monopoly would be almost as danger- 
ous and objectionable as that from which the public now suffers. Competition is 
needed. The competition of private effort and private companies would be prefera- 
ble, but that has been deliberately destroyed by the Western Union Company, which, 
as one of its friends wrote in a now notorious pamphlet, holds the country like ** an 
anny of occupation. " There remains, therefore, no protection for the public except 
SQoh as the Government can give by competing lines. 

The Public, in a very able discussion of the problem, declares rightly that " there 
is safety only in preserving permanently two competing systems^ either of which 
must depend for its revenues and its very existence upon rendering service with 
promptness and fidelity. " And tbe Public adds : 

** liie Government itself absolutely needs a telegraphic system for its own protection. 
This will not seem the language of exaggeration when it is considered that the ordinary 
enforcement of laws, the capture of offenders, the success of fiscal operations, the pro- 
tection of tbe country against domestic insurrection or foreign invasion have come to 
depend in these days upon the instant transmission of intelligence with certain and 
absolttte secrecy. It may at anv time come to pass that the private interests of those 
controlling a telegraph system shall require the non-enforcement of the law, the escape 
of a criminid, the prevention or delay qf a financial operation, or the partial success 
of a domestic outbreak or foreign inroad. It is nonsense to say that this cannot hap- 

K. If Mr. Gould could suppress for a few hours or days news of an outbreak on the 
ifio coast, or of tbe departure ol a hostile iron-clad from Europe, he could make 
uiUlons by it. The Government has no certainty that he would throw away millions. 
It bis no certainty that its orders bearing on great financial operations may not be 
betnyed, and its aims thwarted. " 
To tbe World's plea that private competition ought to be the sole remedy for the 
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present troubles the Star pertinently replies: "Had the editor of that ioteresti 
paper lived long in the United States he would know that competition has hail 
way and day in the telegraph business and haa utterly broken dDwn. The pre8« 
fltate of things has grown directly out of the very competition he clamors for a^ 
remeily for the present state of things. " The Indianapolia Times remarks : 

'* The Signal Service of the Government has become a necessity in the preservati 
of property and shipping upon the rivers, lakes, and seas, and f«r the preservati 
of human life, and its importance to the interests of commerce is incalculable ; y 
in 1870 these interests were all Jeopardized and the Signal Service brought to a 8nBp« 
stonby the refusal of the telegrapn company to accept the terms offered by the Gc 
emment. The business of the commercial world has been thrown into confusion dr 
ing the past three weeks by the strike of the operators. But there is still another ai 
greater danger. The telegraphic lines of this country are practically in the hands 
one man, and that man a gigantic speculator. He has in his power the only mea 
of instantaneous transmission of news, not only throughout tnis country,but acrc^ 
the ocean. Having this power, he can at any time, for nis own speculative purpo84 
suppress the transmission of news until the business of the whole country conld 
paralyzed.'' 

The Chicago Tribune sensibly sa^s: "It is better in every way that the Qover 
ment should compete in the transmission of telegraphic correspondence than endeav 
to monopolize it. If the men in control of the Grovernment should ever take adva 
tage of its telegraphic facilities to pay excessive salaries to its employ^ and to th 
end charge the public exorbitant rates, or if confidential communications on bnsinei 
social, or political affairs were betrayed by the Grovernment service, the people wou 
have the competing private lines to fall back upon, and would prefer to pay the coi 
panics higher rates to make sure of inviolability. In this way competition would ^ 
« wholesome and jiermanent restraint upon the Government and the men in control 
well as upon the private companies. " The New York Evening Post perceives th 
" a larger and larger number of people are beginning to see that Government comp 
tition 18 the only one which will ever prove effective against the Western Union, ai 
the only remedy for whatever inconveniences arise from having the telegiaphy 
the country ,in the hands of one corporation. The Western Union has found 
little difficulty for many years in destroying competition by buying out rival comp€ 
itors that the creation of rival companies for the express purpose of bein^ sold out 
it, after a period of fictitious activity and furious denunciation of nionopoltes, has loi 
been a favorite device of tricky financiers. In fact, the corporation is largely ma< 
up of these purchased champions of popular rights. What we need now is a Gover 
ment telegraph, in connection with the post-office, to compete with the commerci 
corporations. " 

These quotations from influential and thoughtful Journals fairly represent t1 
thought of the country, and there can be little doubt that Congress will act upon tb 
thought at the approaching session. We regret to notice that the Sun, almost aloi 
among Journals of influence, qpposes the proposed remedies for the evils of telegrai 
monopoly. 



[New York Herald, Aaguat 23, 1888.] 
THE PUBLIC VOICE DEMANDS A GOVERNMENT TELEGRAPH. 

The telegraph strike has broken down, and the Western Union chiefs are busy makii 
hard and humiliating conditions for the strikers who ask it for employment. But tl 
demand for a Government telegraph to compete with private lines continues, and tl 
longer it lasts the more numerous and cogent the reasons which are urged by journa 
in all parts of the country in favor of itr We print elsewhere another set of extrac 
from thoughtful and influential journals, North, South, East, and West, onthesnbjec 

The Galveston News and Kansas City Times show the futility of the World's prop 
sition that it would be a sufficient remedy of present telegraph abuses if Congress wei 
to pass laws forbidding the amalgamation of companies and the watering of stoc] 
Both these able Joum^s point out what it is curious the World, under its present mai 
agement, should have forgotten — that similar laws passed in Missouri to prohibit tl 
consolidation of railroads have been contemptuously disregarded. The Galveston Ne^ 
says: 

4* The World must be very poorly informed or it would know that the oonstitutionj 
provisions or statutory laws in Missouri, Texas, and other States against the consol 
datlon of parallel and competing railroflbds have been practically ineffectual. Corp 
rations and syndicates have found a way to overcome or circumvent all legal difficu 
ties, and to consolidate and pool to any extent desired by interested and contrao 
ing parties." 

The Kansas City Times adds : 

' * Missouri hos the statute, but it is of no practical utility. It has been set at nangi 
by the railway companies of the State. Since its enactment wholesale consolidatioi 
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of parallel and competing lines of railroad have been effected with impunity. In one 
instance a line competing with the Misaoari Pacific, bnilt with township subscriptions 
for the express purpose of competition, was boaeht by Jay Gould, consolidated and 
then destroyed. In another instance two great nnes traversing the State from east 
to west were seized by the same hand and placed under the same management." 

It will strike many people as queer that the World, strenuously opposing a Govern- 
nient competing telegraph, urges as a sufficient remedy a law which, it seems, Mr. 
Ooold himself, the head of the Western Union monopoly, has defied. The Mobile Beg- 
ister, by the way, remarks: "In the midst of the cotton season a single tick of this 
private company. Instigated by the money kings of New York, might sweep away in an 
uoiir tiie hard earned means of business men all over the Soutn." The Albany Express 
adds: "It is easy to conceive of situations in which the interests of such a capitalist 
and speculator might induce him to take advantage of exclusive knowledge, obtained 
by virtue of hie ownership of the telegraph, in regard to fiscal operations of the Gov- 
ernment, or other wants affecting the value of stocks." 



[New York Herald, Angoet 80, 1888.] 
THE POSTBCASTBR-GENEBAL ON OOVERNMENT TELEGRAPHS. 

The Herald's Washington correspondent reports that Postmaster-General Gresham 
18 making a careful study of the telegraph question, and intends to give some recom- 
mendations upon the subject in his annual report. It is believed in Wasbinston that 
bills for the establishment of a (3k)vernment line will be introduced in both houses as 
soon as Congress meets. Postmaster-General Gresham regards the matter as one which 
onght to receive attention from him and from Congress, because for the first time it 
has become a practical question, in which the public takes a lively and positive in- 
terest. 

We trust Mr. Gresham's studies will lead him to the conviction, almost universally 
entertained by the publioy that the Government ought not to monoplize the telegraph 
service ; that it ought not to repeat the costly blunder of the British Government by 
buying out existing lines, and that the Government lines ought to be used as adjuncts 
to the i>0Btal service. 

There will be a heavy pressure from speculators to persuade Congress to buy out the 
present companies. Tne Evening Post, which some weeks ago held that telegraph 
operators ought to be prevented by law from striking, yesterday broke ground with 
an argument that the Government ought to buy out the Western Union and other ex- 
uting companies as a matter of J ustice. The Post will presently tell the people of New 
Tork that they ought either to shut up the Erie Canal or buy out all the railroads, and 
that the elevated railroad companies in this city ought to buy out all the surface 
lines. 

There is room euoughfor a dozen well managed telegraph companies in this country. 
The use of the telegraph has been limited and checked by the monopoly' of the West- 
ern Union Company, which has steadily absorbed its competitors and thus prevented 
that healthful and necessary competition which alone brings any great invention into 
general use. If a single corporation could have managed to keep control and owner- 
uip of all the steamboats in the country for the last forty years, steam navigation 
would, like the telegraph, be still in its infancy. The Western Union is said to have 
transmitted 30,000,(KK) of messages last ^ear, and this in a country with 50,000,000 of 
people. With proper competition in tlus business in five years the people will be- 
come so accustomed to use the telegraph that they will send 300,000,000 rather thui 
30,000,000 of messages per annum. Even that would be less than six messages per 
head of population. 

As for Government lines, we wonder how many allies of corporations will have the 
impudence to pretend that the Government has not the same right as private citizens 
tobuOd competing lines. The telegraph monopolists cannot hope to '* absorb "a 
Oovermnent xine, that is true. But it is to secure the needed competition, which the 
monopolists have deliberately made impossible, that the people demand a Gk>vern- 
meoi competing line. 

[From the Chicago Tribnoe.] 
NATIONAL TSLEGRAPHB. 

The demand for postal telegraphy has been immensely quickened by the oocnrreDce 

^ the present strike. But in insisting that the idea of the Post-Offlce be so widened 

M to ioelode electric letters the ^ople of this country, taking counsel of their own 

Bood sense, as also of their experience, will hold to two points unwaveringly. These 
are: 

I. Ho porohaae of existin|| lines which are bloated with watered stock. 

S. Genuine Government civil service to run the telegraph free of all office grabbing. 

8. Bep. 577, pt. 2 6 
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The English bonght their lines from the private oompanies and were shock i 
cheated. Mr. Scnoamore, of the British post-office, made a careful estimate) for 
liament, in which he calculated that the purchase of the lines would cost not t* 
ceed $20,000,000, and that the extensions and transfer to official hands would cos 
to exceed 1500,000 more. The extensions in five years after the purchase had 
$12,-500,000 instead of $500,000, with more to come, and the lotal expenditure o 
British Qovemment had reached the enormous sum of $50,000,000, instead of the mc 
sum of $20,500,000 they were assured would be the outside. 

The Qovemment has plenty of monejr — more than it knows what to do with. I 
build telegraph lines connecting Washington with the principal cities of the Repii 
binding together the political, commercial, and financial centers by wires not a I 
mercy of any monopoly whether of labor or of capital. Let these be gradualb 
tended as the money-order post-offices have been until the whole country enjoyl 
the blessings of the postal telegraph. The Government and the private corapc 
will act as a beautiful system of checks on each other. The competition of the i 
emment will keep down the private tendenov to extortionate rates. The competi 
of the private lines will keep the officers of the Government enterprising and ali^ 
new methods and new wants. 

The Government will have no monopoly, but neither will a private and wat 
corporation have a monopoly. 



[Trom the Baltimore Amerioan.] 
POSTAL TELBORAPHT. 

The strike of the telegraph operators has brought into renewed prominence the q 
tion of the advisability of annexing a system of telegraphy to our ordinary mail ser^ 
It is true that an army of telegraph operators would be added to the Government ] 
rolls, but on the other hand, the income of the Government from telegraphy would n 
than meet that expense. Moreover, the time required to learn to become a ski 
operator involves an apprenticeship, and this enforces a permanence of tenure of o: 
which mere political clerkships do not naturally enjoy. There would be no dep 
ment of the Government, except perhaps the Coast Survey, in which the principle 
civil service reform would more essily oe carried out. As to espionage and mono] 
of information, there is no more danger in telegraphy than in postal monopoly. 
Government has never abused the sanctity of the miuls. Why should it violate 
privacy of telegrams f 

The advantages are very obvious. In the first place, cheapness and nnifom 
would be obtained, and far greater perfection of distribution of wires. The Gov< 
ment, not having dividends to pay upon immensely watered stock, could work % 
cheaply. Its income from the great cities would be so large that it could affon 
establish country lines where they would not pay. For example, the income of 
Post-Office from the mails between New York and Philadelphia is enormous, and gi 
it a margin for establishing post-offices in remote places where the mails are can 
at a loss. It costs as muon to send a letter to Towson as to San Francisco. So 
thins of the same sort might be done in telegraphy. It would not be the objec 
the Government to make money by telegraphy, but only to make it pay its own 
penses. as the Post-Office does, and at the same time make telegraphic commnnicat 
as uniiorm in cost and as cheap as the case will permit. Every post-office would h 
its telegraph, and perhaps even the lowest might in time combine the funotione 
postmaster and telegrapn operator. The Government could build its own lines 
less than one-fourth of the inflated value of Western Union. It is already annouu 
that a bill to carry out this plan will be introduced in Congress at the coming i 
sion, and it would be well for the people to think over it and make up their minds 
the subject. 



[From the 'New Haven PaUadinm.] 
OOVERNMBNT TELEGRAPH. 

Whatever^may be the result of the telegraph operators' strike it is safe to pred 
that it will so sharply call attention to the relations of the telegraph to the Gove 
ment and the people as to give a renewed impetus to the postal telegraph scheme 
to some other plan for the better regulation of tele^aph communication. C 
readers will perhaps recall the speeches made in the national Senate on this sabj* 
at its last session. They were made in connection with the debate on the Po 
Office appropriation bill, and attracted much attention at the time. The first ? 
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made by Senator Piatt, of this State, who was followed by Senators Sherman and 
EdmoDds. The three Senators took the same ground, that the time had come for 
the Government to seriously consider the advisability of establishing telegraph lines 
of its own. The general tenor of these speeches is indicated by the following ex- 
tract from that of Senator Edmunds : ^^What the United States in regard to the 
postal affairs and the welfare of its people needs to do more than anytmng else is 
to construct a postal telegraph, beginning moderately between great points in the 
GOuntTy and all intermediate points, and then extending it, just as we have the 
mail system, as the needs of the community and fair economy would require, until 
every post-office in the country should have, or be within immediate reach of a postal 
telegraph. That is what ought to be done and what will be done within a very few 
years beyond all question. '^ Senator Edmunds gave notice that he should at the first 
opportunity in the next Congress introduce a bill for a postal telegraph, and the 
present strike, with the general inconvenience and derangement of business resulting 
from it, cannot fail to win strone support for it. 

One thing should be thoroughly understood at the outset, dnd that is that Govern- 
ment control should not take the direction of purchasing the lines of the present cor- 
porations, with their watered stock. Competent telegraph men say that the Govern- 
ment, with the right of eminent domain which it has under the power to establish 
post routes, could establish a postal telegraph system for $15,000,000, which would be 
practically equal as to all central points to the Western Union Company with its 
almost f 100,000,000. It would not be necessary for the Government, in building its 
lines, to buy the right of way, as it would unquestionably have the right to establish 
a postal telegraph along any post route. The public would thus be relieved of the 
necessity of paying dividends on watered stock, and the operators would be assured 
of a ''fair day's pay for a fair day's labor" without the necessity of resorting to a strike. 
It is to be hoped niat Mr. Edmunds will make good his promise to introduce a postal 
telegraph bill at the earliest date possible. 



[From the Coonoil Blniis Nonpareil. 1 
POSTAL TBLEORAPHT. 

The serious interruption of the business of the country and the damage sustained 
by other interests innumerable on account of the telegraphers' strike is renewing at- 
tention to the practicability of postid telegraphy. The right of the nation to facilitate 
the business of its citizens by means of wires is as undoubted as is its right to do so 
throDffh the medium of mail bags. The capital stock of the Western Union is 
1100,000,000, and yet gentlemen thoroughly conversant with the subject have stated 
with precision that the Government could inaugurate a complete postal system, now 
thronghont, serving the same territory now under the wires of the Western Union, 
for $15,000,000. The subject, in view at least of the possible recurrence of Just such 
troables as are now upon us, deserves, as it will most assuredly receive, the careful 
consideration of press and public. 



[From the 'New Haven Joamal and Coorier.l 
THE GOYERXMENT TELEGRAPH. 

The qnestion as to whether the Government shall establish a system of telegraph 
lines throughout the country is pressing forward upon public attention. The manifest 
weakness of the Western Union in the present contest is rapidly producing a profound 
Impression npon the people. A gigantic monopoly is always looked upon as a sort of 
publio enemy because it means hi^ prices and arbitrary regulations. But the public 
IS fast findinff out that a monopoly controlling one of the great interests of the 
country, vitauy important to its commerce, involves something more than a question 
of prices. When the monopoly becomes disabled its work stops and business suffers 
withoat a remedy. Telegraphy is much too important to our commercial interests to 
be left subject to such vicissitudes as the present strike. The people cannot afford to 
trust any corporation with such power that it can stagnate the business of the country 
whenever it chooses to quarrel with its employes. The question of Government tele- 
graph will be pretty sure to press itself upon the attention of the next Congress. 

And why should we not have the Government telegraph t It would not be neces- 
lafy to condemn and pay for the franchise of the Western Union. The Government 
could establish competing lines of its own. The competition would be a pretty safe 
eoe so far as the Government would be concerned. The Western Union pays good 
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diyidonds on enormously watered capital ttook. To enable the company to do 
the people are made to pay mnoh more than ther onght to for the transmisMic 
their dispatches. The Goremment can dnplicate the Western Union system of v 
for, probably, a third of the present capital of that company. It need charge 
measases no more than the actual cost of their transmission. It may charge enc 
to produce a reyenue and still fall far below the price of the Western Union. In si 
the Gk>yemment telegraph will S8.ye the country the diyidends It is a scheuc 
which the profits are pocketed by the people instead of a corporation. 

The common oblection to this is tnat the business woula not be as economic 
done by public as by priyate enterprise. What business is more econonlically c 
aeed than the postal seryice f It can safely challenge comparison with the Wes 
Iniion, and the employes of the postal seryice are not underpaid. Nobody has 1 
known to strike from it. The situations are always fhll and plenty of applic 
waiting. 



[From the Montreal GsasttA.] 
THE TEUSORAPHEBS* STRIKE. 

Mr. Mitchell was quite right when he denounced the absorption of the Mont 
Telesraph Company by the Western Union, through the intermediary of the G 
Northwestern, and the applause with which his remarks were received showed 
generally his opinions were concurred in. To ns^ who incurred some odium bee: 
of the position taken by the Gazette on this question, these yiews are at least a vi 
cation of our course. Had merchants generally taken as warm an interest iu 
question then as they are forced to do now the absorption might have been preven 
and the Canadian system at any rate would have been iu the hands of gentlemen ii 
whom the pressure of public opinion would have had some influence. And Mr. Mi 
was quite right when he pointed out the responsibilities of the companies under t 
charters ana the way in which those responsibilities are being ignored. We hav 
doubt that the solution of this trouble is to be found in the Government taking con 
of the telegraph system and that the sooner this is done the better will it be for 
public interests. 



[From the Chioago Tribone.] 

The New York Herald says : 

** This consideration leads directly to the effective means by which the Govemn 
can protect the public against telegraph monopolies. Congress may, if it 8ee« 
authorize the construction of a complete network of postal telegraph lines, to be i 
in connection with the letter mail and as part of the postal system of the coud 
8uch a Government line could be properly used for expediting private corresponde 
Letters mailed would be sent for two cents, as the new law provides. Letters i 
graphed would pay a heavier charge, but still light compared with Jay Gould's char 
They would be telegraphed to the office of destination and there delivered by can 
in the ordinary course of mail delivery.'' 

This is a very fair presentation of the case as it is formulated in the public m 
It starts with the theory that the telegraph has become as necessary a vehicle for 
transmission of intelligence as the mans, and that the public has the right to exj 
protection from the Government against a suspension of telegraph facilities by 
combination of private capital or secret conspiracies of labor. The surest, most p 
tical and most effective way to secure such protection to the people is for the Gov 
inent to construct telegraph lines, beginning with the routes most used, and extenc 
them as rapidly as possible to all the regular post-routes, and to operate them t 
self-sustaining rate upon the same principle as the mail system. The Govemn 
does not handle the mails to make profit. It is not obli^^ed to earn dividends on sti 
and it would have no telegraph bonds issued on which it would be required to pa^ 
terest. The Government would build its telegraph system with spare money, snr] 
revenue, and it would only have to charge enough tolls to defray operating expei 
and repairs. 

It will be by no means a formidable undertaldng for the Government. Probably 
expenditure of $25,000,000, extended over half a dozen years, will provide a telegTi 
service as extensive as that now covered by the private corporations, and of a m 
more durable character, and one which need not charge the public half as high t< 
The Grovemment may proceed without any reference to existing telegraph oompai 
which may continue in business if they choose. The transmission of small packn 
by mail at cheap rates, assumed by the Government a few years ago, did not drive 
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expreae companies out of basiDeas, but merely forced tbyin to moderate their charges^ 
and nobody thought of snggetiting that it was t<he duty of the Government to buy np 
all the watered express stock in the country. The addition of telegraph facilities to 
the Government postal system stands upon precisely the same footing. The Govern- 
ment is in nowise committed, and is under no possible obligation to allow the jobbers 
and manipulators of telegraph stock to unload it on Uncle Sam at three or four times 
its actual value. 

The advantages which will accrue to the public from a Government telegraph sys- 
tem are obvious. There will be no watering of stock. There will be no strikes of 
operatcTB. There will bono dividends to pay on real or fictitious stock. There will be 
no blackmailing lines, built to sell out under threat of undermining competition. The 
same perfection in detail can be achieved in telegraphy that has been reached in the 
mail service. The public will be bett'Cr served at greatly reduced rates, and there will 
never be any danger of a suspension of facilities pending a disagreement about oper- 
ti ves^ wages. If Senator Edmunds will take hold of this project with his known abil- 
ity and energy it will not take long for him to concentrate a public sentiment which 
Congress wiU not dare to disregard, no matter how corruptly the telegraph companies 
may act, and he is the sort of man who will not tolerate any jobs contemplating the 
purchase of watered stock as a means to secure the necessary telegraph poles, wires, 
and instruments, which constitute all the machinery the Government needs to go into 
the telegraph business. 



[From the Worcester Spy.] 
POSTAL TELEGRAPH. 

Another proposition is that the United States, without interfering with the property 
or franchises of the existing companies, shall establish its own lines over such routes 
aa Congress may direct, and do a telegraphic business in connection with the postal 
service, not to the exclusion of, but in competition with any private cori>oratioD8 
DOW in existence, or which might be established. Such a postal telegraph, with rates 
flxedso as to meet all of the current expenses, with a low rate of interest on the cost 
of the lines, would provide a permanent competitor of the private lines, compelling 
them, in order to secure a fair proportion of the business, to serve the public at mod- 
erate rates, with speed, accuracy, and civility. It would not probably prevent them 
Irom earning a fair profit, for it is believed that ofQcial management, with its gre^^ter 
formiility, its subjection to laws and regulations not readily imanged to suit changing 
oonditions, and without the stimulus of private interest, cannot adapt itself so well 
to the iK)pular requirements as that of a private corporation can. 



[From the Yiokebnrg Hexald.] 
THE REMEDY VCR THE TELEGRAPH STRIKE. 

To begin the postal telegraph would cost the Government little or nothing, for it 
eoiild iflsae 3 per cent, bonds and arrange the tolls to pay the interest. If the next 
Cangnm does not pass a law to commence the good work, it will woefully fail in ita 
daty to respond to popular sentiment. 



[From the New Haven PalladitmL ] 
CHEAP TELEGRAPHING. 

Kot the least of the advantages which the postal telegraph has to commend it to 
popular favor is the low rate of tolls. The telegraph of to-day is, as Senator Piatt ex- 
pifwnnn it, "the rich man's mail." With monopolv crushed out by the powerful aid 
of the €k>vemment it could be brought within tne reach of every individual in the 
land. In this connection the statistics of tolls in those foreign countries whose gov- 
ernments provide telegraph facilities for the people are of interest. In Belgium mes- 
•acea are sent anywhere within the Kingdom for the uniform price of 10 cents ; in 
SwltEerlaud, 10 cents; in Greece, 18 cents; in France, from 10 to *^0 cents, according to 
the distance; in Baden and the Netherlands, 13 cents; in Wurtembnrg, 15 cents; in 
Ijrtaly, SO cents ; in the North German Union, 12^ to 37^ cents, according to distance; 
in Aaalria and Hungary, 10 to 40 cents, according to distance ; in Norway and Sweden, 
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2d cento: in Australia, 25 cento. Great Britain waa the last of the European nat 
to abandon the system of private management of telegraphs and unite them with 
postal service. The rates of charges in that country previous to February 5, 1 
were: For a distance not exceeding 100 miles, 24 cents; over 100 but not exceec 
200, 36 cento; over 200 miles, 48 cento. For additions of ten words or less than 
words half rates were charged. Since February 5, 1870, the period when the telegr 
lines passed under the control of the post-office department, the rates have been 
formly, and without regard to the distance, throughout the United Kingdom, 24 a 
for the iirst twenty words of each message, not counting the name or address of 
sender or receiver, and this sum covers the delivery of the message by special 
messenger within the limit of one mile of the terminal telegraph office. 



[From the Wsterbnry Amerioaa.] 
OOVEBNMEin' AND THE TELEGRAPH. 

The postal telegraph scheme, however, does not propose to do away with the t 

fraph comj^anies as they now exist for certain kinds or business. It only propose 
ring within reach of all in their communications the speed and convenience whic 
now enjoyed only by the few. 



[From the Memphis AppesL] 
AK UNSCRUPULOUS MONOPOLY. 

The telegraph business in this country is already in the hands of a huge and 
scrupulous monopoly, and the tendency is towai^d further monopoly. Whate 
objection there mi^ be to add to the number of the Government's employ^, it U 
relief from that difficulty to be grasped by the other difficulty— corporate monop< 



[From the Nashville Bonner. ] 
MORE IMPORTANT THAN THE MAIL. 

» 

Were telegraphs under the supervision of the Post Office Department, or a separ 
one of ito own, such troubles as the present would never result. And further, 
should thus secure a cheaper service for the business and public interests of the count 
and be confident of a continual decrease in rates, as has been in postage. Commnni 
tion by wire has become of equal if not superior importance as that by mail. An opp 
tunity is oflfered for the agitation of this question, and the papers of the country shoi 
take every advantage of it. Use the National Treasury surplus in buying or erecti 
telegraph lines for uie people, to be controlled and conducted as a public service 
the general good. 



[From the Trenton State Gasette.! 
POSTAL TELEGRAPHY. 



As to the creation of a dangerous army of office-holders, the fear is chimerical. T 
countnr would never know, by any interference with public affairs, that such an an 
existed. The people selected for the service would necessarily be experts. They coi 
not be displaced by wholesale at the chanse of every administration. Besides, t 
new civil service reform system would appnr to them. They would be secure in th< 
places, both by the' impossibility of filling their positions, and by civil service refor 
They would, therefore, be under no temptations to take an active part in prima 
packing and convention running. 
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[From the Montreal Witness. ] 
NO VB8TBD RIGHTS IN CANADA. 

We trust that the Gk>yemment will come to a decision at once in favor of the pro- 
posaly which they have had bo long under consideration, to establish a telegraph sys- 
tem in connection with the postal system. It is to be hoped that the people will urge 
npon the Goyemment the immediate necessity of doing so without apprehensions as 
to any obstruotionB which stand in the way of a cheap undertaking of the work. 



[Trom the New York Star.] 
CHEAP, UNIFOBM, AND SAFE. 

The incorporation of the telegraph into the postal service is required in order to secure 
a cheap, unubrm, and safe method of telegraphic communication. To-day the charges on 
telegraphic messaffes are four times higher than they should or need be. The Western 
Union has doubled its stock with water, until the original money capital has become as 
diluted as the high attenuations of the homeopathic school. Yet it pays an enormous 
dividend on this water bv levying a tax on every message sent over its wires. A tele- 
ffraph costs comparative little. It can be cheaply operated. It could carry messages 
lor a trifle. In three-quarters of the post-offices of the country no additional attend- 
ant would be required. An immense impetus would be given to business by such a 
reduction of postal rates. The tariff would be systematized and uniform. In the third 

5 lace, the telegraph should be incorporated into the postal service in order to break 
own the despotism of monopolies, and prevent such a costly and damaging interrup- 
tion of business as our community is suffering from to-day. Soppose the post-offices 
^rere controlled by a private corporation, with such men as Gould, and Sage, and 
£okert, and Green at its head ! The whole correspondence of the country would 
be at the mercy of their greed. If they saw fit to reduce the wages of employ^ and 
preoii>ttate a strike, the entire business of the country would stop, and the people in 
ten millions of homes would be isolated from their friends. The telegraph represents 
the most vital part of the intelligence of the country. It carries the most important 
eommnnications. It is burdenea not only with news affecting trade and prices, the 
fortunes of business men, but with messages of woe, and Jov, and grief, and death. 
Ko private corporation should have the power to control such an agency for specnla- 
tive ends in a country in which the people are supreme and the Government is their 
agent. 



[From the Indianapolis Times.] 
LET THE GOVERNMENT BUILD. 

It is said by some that the Government ought not to come in competition with pri- 
vate citisens. A sufficient answer to that is that the Government has the exclusive 
right to carry the mails. The same argument was used when it was proposed to 
carry amallpaokages through the mails and to introduce the mone^-order system, yet the 
Ctovemment did not see fit to buy out either the express companies or the banks. The 
Government could build now Unes cheaper than to buy the old ones, or cheaper than 
individaalBy for it would not be required to purchase the right of wav, as it has the 
right to use any post route, and all railroad lines are post routes. Tne Government 
hae the money to build with, and it ousht to have the control. Then the people and 
biuioew interests of the country would not be under the dictation of a monopoly. 



[From the Saint Paul Pioneer Press.] 
THE PUBLIC AND THE TELBaRAPH. 

On the other band, the objection which has always been most unanswerable is in a 
€ut way to disappear. , The lion in the path has been the matter of patronage. The 
r that the telegraphic service would be used to intrench a political party In power 
Iboght more powerfully against it than any other consideration. This argument 
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loses its foroe in the presence of a system of civil serHce reform already in operatic 
With the rif;id application of that to the service, and the repeal of the four years' 14 
ore, the political objection would have little force; and besides the nature of the < 
onpation, requiring skill and previous training, would make it less liable to the abn 
of rewaias and appointments for political reasons. 



[From the Vow York Herald, Aagiut 8, 1888.] 

Philadblphia, August 4, 1883, 

On the 3d of last March, Mr. Bingham, of Pennsylvania, from the Committee 
Post-Offlces aod Post-Roads, submitted a report on telegrapn matters, intended to i 
company a bill to establish a postal telegraph. 

This report shows that the Government has at this time in operation, 5,670 miles 
lines owned by it, and under construction 129 miles more. 

It shows further that the Union Pacific, the Central Pacific, and the Northern Paci 
— ^all land-grant railroads— have substantially violated an act of Consress by leasi 
their telegraph lines to the Western Union Telegraph Company, which as land-gra 
roads they have no right to do. 

The report also gives a history of the ways in which the Western Union Compa 
has built up the monopoly which is so injurious to the public interest and develo 
some facts not ji^enerally known. The following extracts from the report are of j 
terest at this time : 

WHAT THB BBPORT SETS FORTH. 

In 1866, api>lication was made to Congress to incorporate the " National Teleffra] 
Company," with the intent of building and operating lines throughout the flmt 
States, under one act of incorporation, and likewise to secure certain riehts of wj 
across the public domain and along railroads and other roads declared by Congr€ 
to be post routes, as well as across rivers and elsewhere within territory under t 
Jurisdiction of Congress. 

Pending action upon this bill it was amended so as to make it a general law, app 
cable to all telegraph companies, and is the law referred to in this bill as having be^ 
approved July IM, 1866, entitled ^'An act to aid in the construction of telegraph lin 
and to secure to the Government the use of the same for postal, military, and oth 
purposes." 

It was pleaded at that time that such interference on the part of the Govemmei 
looking to the Incorporation of such a telegraph company as was proposed was tl 
nucleus of transferiog the telegraph business of the United States to the Oovemmer 
and the Western Union Telesrapb Company claimed that, having expended mai 
millions of dollars in the development of their system, so that at that time it praci 
cally covered the whole of the United States, this law, even though made general i 
its application, should not be put into operotion at once^ but that the Western Unic 
Telegraph Company should have an opportunity of realizing some benefit fWim the 
large investment before extensive competition should be built up either by the aid « 
Congress or by l^e United States Government itself, and the Western Union Telegram 
Company consented to accept the provisions of the act above referred to if they we] 
allowed to have full control of their property without interference for five years iro: 
the date of the approval of the above act. 

THB WESTERN UNION HONOPOT.Y. 

Such provision was made, and the inducement at that time to invest a large sui 
of money in the development of a separate telegraph system, under the conflictin 
laws of the several States, was withdrawn by the failure of Congress to grant this a< 
of national incori>oration. Since that time the Western Union Telegraph Compan 
has practically monopolized the telegraph business of the country ; for, altfaoug 
numerous opposition lines have been commenced, constructed, and operated up to 
certain point, so many difficulties were met and found almost impossible to overcoin 
that sooner or later they were broken down and absorbed by the larger company 

This was particularly the case in the history of the Pacific and Atlantic Telegrap 
Companv, which, up to 1873, had established a system of lines reachinff from Nei 
York to New Orleans, Saint Louis and Chicago, and connecting with the Great Wesi 
em Telegraph Company, which extended west, southwest, and northwest from Chj 
cago ; and also connecting, through the Franklin Telegraph Company, with the Soutl 
em and Atlantic Telegraph Company, which extended from Washington City to Ne^ 
Orleans. 
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The Paeifio and Atlantic Telegraph Company having beenabsorhedby the Western 
Union Telegraph Company in 1673, the Southern and Atlantic followed in 1875. The 
Atlantic and racific Telegraph Company was being developed in the mean time, and 
op to 1877 bad extended its lines from New York to Omaha (where it connected with 
the telegraph lines of the Union and Central Pacific Railroad Companies, which gave 
it an outlet to the Pacific coast) and from New York to Saint Lonis, New Orleans, and 
intermediate points, connecting at New York with the Franklin Telegranh Company, 
which had lines through the principal portions of New England, and likewise from 
New York to Washington. These companies were practically absorbed by the West- 
ern Union Telegraph Company in the summer of 1877, and finally extinguished by an 
attempted consolidation in January, 1881. 

PRIYILBOB TO RAILROADS. 

In 1879 Congress, by an amendment to the army appropriation bill, approved June 
23, 1879, anthorizea the various railroads of the country to do a general telegraph busi- 
ness, under which provision the American Union Telegraph Company was developed. 
This company had lines through New England, and from New York to Omaha (wbere 
it connected tbrough the Pacihc railroads with the Pacific coast), Kansas City, Saint 
Loois, New Orleans, and intermediate points, and was likewise absorbed by the 
Western Union Telegraph Company, through an attempted consolidation, in January, 
1861. The difficulty which most of these telegraph companies met with in developing 
a means for cheapening telegraphic communication throughout the country was, that 
the Western Union Tefograph Company constantly contested with them the rights in- 
tended to be granted by Congress under the act approved July 24, 1866, granting the 
rights of wa^ along the railroad post routes of the United States. There were nu- 
merous conflicting decisions as the outgrowth of these litigations, although the United 
States courts generally decided against them. 

In the year 1874 the Western Union Telegraph Company desired to build a telegraph 
line acraes the State of Florida, to connect with the International Ocean Telegraph Cable 
to Cuba, owned by the Western Union Telegraph Company. The right to build and oper- 
ate telegraph lines in Florida was claimed oy a State organization, which company at- 
tempted to prevent the Western Union Telegraph Company from constructing their 
proposed line. This the Western Union Telegraph Company contested, and pleaded 
their rights under the act approved July 34, 1866, which theretofore they had always 
denied to other telegraph companies. The case finally reached the Supreme Court of 
the United States, and a decision was rendered by the Supreme Court in the October 
term of 1878, which is set forth at length in the United States Supreme Court Reports^ 
volume 96, page 1, where the court took the broad ground that no State could legis- 
late so as to prevent interstate commeree, which telegraphic communication was de- 
cided to be. 

A FORMIDABLE OBSTACLB. 

Another great obstacle to the sucoesslhl development of cheap telegraphy in this 
ooontiy lay in the fact that in 1868 Congress passed a bill, approved the 19th day of 
March, 18i^ intended to confer an honorable recognition upon Charles G. Page for an 
aOeged invention known as his " induction coil apparatus and cirenit breaker," which 
invention had been recognized by the Government of France as in one of her own citi- 
sens. The " Page patent," so called, was issued in such terms as to make it possible 
to distort it from its original intent under the act of Congress to a revival of the 
dalmsnnder the Morse patent, which latter, after an extension by Congress, had finidly 
expiied In 1866. 

In 1869 the Western Union Telegraph Company saw its opportunity to secure con- 
tfolof the '* Page patent," and had it reissued October 11, 1871, so that in more spe- 
eillo terms it should revive the invention of Professor Morse, and under this claim the 
Western Union Telegraph Company has undertaken since then to monopolize the tele- 
graph bnsiness by declaration and claim of right, and by annoying litigation against 
all telegraph companies and various railroad companies using the ordinary telegraph 
ittitnunent^in case thev should combine to constitute a telegraph company in opposi- 
tioo to the weetem Union Telegraph Company. 

The meet aetire contest was made by the Western Union Telegraph Company aeainst 
the Amtrioan Union Telegraph Company, and the defense set up was so conclusive 
tliAf It was not pressed to final decree, but was one of the agencies used to bring about 
Cb* alleged consolidation of the Western Union Telegraph Company with the American 
Union Telegraph Company in 1881, before referred to. 

VBW COMPANIES INCORPORATED. 

Aaie on aa this attempted oonsolidation had taken place other organizations were 
ioeoipotated to occupy the field of opposition, especially the Mutual Union Telegraph 
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Company, which, during 1881 and 1882, had erected some forty thousand miles 
wire, reaching various points in New England and points north of the Ohio and I 
tomac Rivers, and east of the Mississippi. Also the American Rapid Telegraph Co; 
panyand Postal Telegraph Company. No sooner had these companies organized th 
the Western Union Telegraph Company immediately entered suit, with claims of a 
eolute right to the ** Pase patent,'' and such litigations are now pending, althon* 
not as vet press e d to triu. 

The Mutual Union Telesraph Company having been subjected to litigations in t 
interest of the Western Union Telegraph Companv, has nnally succumbed, and 
Saturday, February 10, 1883, there was an alleged lease of the Mutual Union Tel 
graph Company by the Western Union Telegraph Company. The principal oppoi 
tion company now remaining which promises any permanency is being[ developed 1 
the Baltimore and Ohio Railroad Company. These various opposition compani 
that have existed from 1866 to the present time, while finally absorbed by the Wei 
em Union Telegraph Company, have been the means of greatly reducing the cost 
telegraphic communication to the Government, the people, and the press. Notwit 
atanding this the Western Union Telegraph Company have continued to show en< 
mous gross and net earnings, so that, fflthough they increased their capital frc 
f41,(mOOO in 1880 to $80,000,000 in 1881. the profits of the business have enabled thei 
according to their statement^ to pay 6 per cent, on the doubled capital and ace 
mulate a surplus. This is the stron^t evidence that the rates can be very much i 
duoed to the people by the construction of lines for cash instead of through oonstru 
tion companies, issuing large amounts of bonds and stock as bonuses. 

A BARBISR TO PBOOBB88. 

The question of postal telegraphy has, durine this interim, from time to time be< 
actively discussed, and at various sessions of Congress bills have been introduce 
long investigations have been made by Congressional committees, all looking to tl 
cheapening of the cost of telegraphic communication by some measure of legulatio 
Objection has always been made by the Western Union Teleffraph Company to tl 
establishment of a postal telegraph system controlled by the United 8t<ate8 Oover 
ment in connection wirh the poet-office service of the country, and sundry attemp 
at the establishment of such postal system have been defeated by the interposition 
agencies and influences unknown to your committee. The later combinations whic 
have resulted in the maintaining and extending the monopoly of the Western Uni< 
Telegraph Company have given renewed interest to the question of the policy to 1 
followea by Congress. The telegraph has now become a matter of absolute necessit 
to the people of this countiy, and the number of messages transmitted annually is ii 
creasing in ratio with every year. 

QUS8TI0K FOR SERIOUS CONSIDBRATION. 

Whether such postal system shall be established or not, or whether the control < 
the telegraph business of the country shall be left in private hands, subject to sue 
legislation as Congress may deem advisable to secure reasonable comjietition withoi 
danger of constanx absorption on the part of the Western Union Telegraph Compan; 
is a Question to be seriously considered aside and apart from thd fact uiat the rati 
could be largely reduced and yet the telegraph system be a source of great revenue 1 
the Ctovemment of the United States. 

It is believed that there is at the disposal of the Oovemment or of any corporatio 
which shall receive the sympathy and recognition of the Government metnods f< 
transmitting teleffraphio messages that would enable a reduction in cost from 25 1 
50 per cent., whion, upon lines constructed on a cash basis, would still furnish larg 
returns on the capital so invested, and yet greatly benefit the people of the country 
This reduction in the cost of telegraphic service, however, would raise the auestio 
as to^ whether a laro-e reduction In such cost would not to some extent affect tne revi 
uues of the Post-Omoe Department by inducing the bnsiuess men of the country t 
transact the lareer portion of their business by telegraph rather than, as they no^ 
do, by mail. These matters could only be intelliffently discussed after the inquiric 
were instituted, as suggested by the proposed bill, creating a commission to lepoi 
upon the subject at the next session of Congress. 



IFrom the Ti«iitoii State Oasatte.! 

The New York Herald has taken up postal telegraphy, and is pushins it with ohai 
acteristio energy. There is little doubt the country is about ripe for this progressiv 
step. Postal t^egraphy must come. 
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[From the TTashington Star.] 
DUTY OP THE OOYERNMENT. 

Talk of Qovemment telegraphic service in connection with the Post-Office Depart- 
ment is again becoming qnite common, based upon the prolonged operators' strike, 
and it is altogether likely that the proposition will gain considerable strength if the 
present interruption continues much longer. It is more than probable, too, that if 
its business is to be liable in future to further demoralization urom the same cause, 
the managers of the telegraph interests will themselves seek a way out of their 
troubles by transferring their lines to Government ownership and control. They 
would douotless be glad to do so now if Government or any other customer would 
take their property at the fictitious value they put upon it. This, however, ought 
never to be permitted, so far, at least, as Government is concerned ; and it is not likely 
that private customers conld be found who would be willing to pay so much for so 
little. Counting watered stock and all the capital of the Western Union Company 
now stands at about $80,000,000. Of this sum, however, not more than $102000,000, 
if 80 much, was actualljr paid up in cash. The balance represent<s water, or issues of 
shares for which no equivalent in money or anything of value was ever rendered, and 
it is certain that a plant capable of performinjs as good service as the country now 
enjoys at the hands of the monopoly can be furnished for the sum last named. When, 
therefore, the time for negotiation between the Government and the company comes, 
if it ever does come, that amount ought to be adhered to as the maximum basis of 
purohase. If more than that sum is insisted upon, the Government should fo ahead 
and bnUd its own lines, leaving the present inflated concern to take care of itself 



[From the Paterdon Preas.] 
AN INDEPENDENT GOVEBNMBNT LINE. 

The idea of a '^ Government monopoly," however, is a hateful one to most people, 
and few are found so bold as to advocate the purchase by the Government of all ex- 
isting wire lines and the establishment of a monopoly under the control of the pub- 
lic ; for of all absolute masters in matters of transportation or communication there 
is no despot that the people- would fear as mnch as itself. But the proposition that 
finds favor with such influential Journals as the New York Herald and the Chicago 
Tribune does not look to a Government telegraph monopoly at all. It does not look 
to following the example of the British Government, which bought out the private 
telegraph companies and paid much more for their wires and other property than they 
-were worth. Any suggestion that our Government should buy that bloated monstros- 
ity, the Western Union, with its dropsical weight of water, would be met with a 
storm of indignation from everybody except the monopolists themselves. The plan 
fsToied by the New York Herald and the Chicago Tribune, and by Senators Edmunds, 
Sherman, and Piatt looks to the building of an independent Government Une, to be 
c»p«rated as an adjunct to the mail service. The Herald says : 

*' There is nothing impracticable about that; nor would such a Government line 
drive ont or take profitable business away from private lines. The Government . line 
ironld enable a person to telesraph a letter instead of sendine it by railroad." 

The Chicago Tribune remanui that a Government telegraph will not extinguish or 
discourage private companies any more than the Post-Omce Department undertaking 
to carry merchandise parcels has extinguished or injured the express companies. 



[Btoni the Kew York Evening Post.] 
'<THB POOR BfAN'B MAIL." 



While it might not be possible to obtain so cheap teleffraph service as the people of 
Orost Britain ex^oy, even if our Grovemment should tale control of the wires, it is 
certain that the time predicted by Senator Piatt when the telegraph shall be not only 
the ri<di man's mail, but the poor man's mail as well, would be brought closer to oa 
by novemmental control. 
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(Fram the Boston Globe. 1 
OOMFBTITION AS A6AIKBT MOKOPOLT. 

There aie mmnj arguments in favor of supplementing the mail service with a syi 
tern of postal-telegraph lines, while there are few valid objections to a system proi: 
erlv estabUshed« It is not necessary for the Government to purchase or assume con 
trol of existing lines. To anv such plan as that there are oojections enough, and i 
should not be thought of. Having no dividends to pay on watered stock, the Go-v 
emment can oompete with the pr^ate companies, and so compel them to come do w; 
to a legitimate business basis. Competition will insure good service and prompt a< 
tention to the public needs, and there will be no monopoly. 



[From the BiohmoDd State.] 
A BOLD SCHBMS OUTLINED. 



It may be that Jay Gould has forced this strike on his operators with the intentioi 
of creating a demand among the business people of the country for a govemmenta 
telegraph, when he will try to lobby the western Union lines and property throng] 
Congress for an enormous price^ say from $80,000,000 to $100,000,000 ; but in this w 
are mclined to think he will fail, for the people will watch Congress with keen eyei 



[From the Beading Tfanea.] 
'IN TBUC 8WSET BY AND BY." 

This can best be done by the passage of an act of Congress establishing entirely ne^ 
Government telegraph lines over every mail route in the country, and that is every 
where. The building of these lines will afford employment to tnousands of people 
and the purchase of poles, wires, and other fixtures will be advantageous to largi 
numbers of farmers and mechanics. Our surplus revenues can in no way be bettei 
expended. After the lines are completed, a five-cent stamp ought to take a message 
of. say, twenty or thirty words to any part of the country. The stamped message oi 
telegraph card can be dropped into any iK>st-offlce in town or country, or little w>x& 
in the larffe cities, and the dispatch will be sent by the postal operators and answe: 
returned in the same way without further trouble. In this way all the business o: 
the country can be taransacted without recourse to the slow process of letter writing 
and letter-mail service. What is more, the postal telegraph will pay from the stan 
even at the low rates we have suggested, and yield after paying all working expensei 
a fair interest on the investment. The Government can establish a plant better thai 
the Western Union's at one-sixth or one-seventh of the Western Union's bloated cap! 
tal of $80,000,000. There wiU be not a dollar of watered stock in the Govemmeni 
enterprise, and the people will not have to pay a high dividend on a fictitious capita' 
as they are now doing. But by all means let the present lines be continued in private 
hands. Tbej will be a great accommodation as competing lines, and will bring the 
telegraph rates, whether by postal or private lines, -down to the lowest figure. 



\Trom the Mobile Begister.l 
8KN8IBLB VIBW OF THB SITUATION. 

So lonff as the wires remain in the hands of a monopoly so long will the business oi 
the oonnSry be subjected to the interruptions and losses which we now experience. 
Leaving out of view entirely the question of the justice or injustice of the demands 
of the firotherhood, we look at the matter entirely iVom the selfish stand-point of the 
business community. The people are compelled to pay rates yielding an enormous 
percentage npon stock increased to a fictitious value. 
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[From the JSerw York Star.] 
A NATURAL ADJXJSCT TO THE MAIL SERVICE. 

It is easy to account for the hostilit;^ of the Tribune, World, and Sun to the postal- 
telegraph enterprise ; their interests lie in the direction of maintaining the present 
monopoly, to Which they are indebted for exceptional favors. Besides, Gould and 
Vandorbtlt have a rigid grip on some of them. The Herald, however, is strong 
enough and rich enough to attach but comparatively slight importance to its Associ- 
ated Press privileges ; hence it is found with the Chicago Tribune, the Cincinnati 
Enquirer, tne Star, and other independent, outspoken Journals, waging the people's 
fight against an overgrown monopoly. Only those papers that owe nothing to mo- 
nopoly can afford to speak the truth and advocate even-handed justice in a crisis such 
as must now be met. 

If a postal telegraph is an enterprise menacing to popular liberty, then we should 
reconstruct the Post-Office and place it in the hands of Mr. Jay Gould and his associ- 
ate capitalists. 

We are surprised at the attitude of the World, which has ostensibly abjured Jay 
Gould only to retain the form of a promonopoly advocate. Borrowing the specious 
fallacies of the Sun, it contends that if the Government establishes a postal telegraph 
it should also go into the business of buying up and operating railroads, taking 
ohane of all the schools in the country, &c. To some persons this may seem plausi- 
ble. But it will not bear scrutiny when we recollect that the postal teleeraph Is pro- 
posed simply and entirely as the natural and fitting adjunct of the mail service. A 
Sroject to secure cheap, speedy, and popular telegraphy of this sort is no 'more un- 
emocratic than a general x>eony post-— to which complexion, in these days of en- 
laned mail facilities, the post-oflSce system must sooner or later come. 

O119 other fear oppresses the opponents of a postal telegraph. They apprehend 
that political messages would no longer be safe, but would be tampered with by the 
minions of the party in power. It is not a weighty argument. In the first place, 
cipher codes are accessible to everybody. In the next place, no service could hardly 
be more untrustworthy than was that of the Western Union Company in 1876, when 
the Republicans controlled its dispatches and the corporation permitted the secrets 
of its patrons to be violated and bandied about. Now that we have besun to in- 
augurate civil-service reform, a much more reliable service could be assured. A post- 
master or a letter-carrier may be appointed as a reward for partisan services, but no 
such method could apply to expert tJBlegraphers. Their positions could not be filled 
firam among ward workers or party hacks. 

Desirable as it obvionslv is, still it will be no easy matter to obtain the establish- 
ment of a postal telegraph. Any bill for that purpose will be strenuously antago- 
nised in Congress by the agents of the existing monopoly. Money will not be spared 
to defeat such a measure and postpone the inevitable. Consequently the people 
should now begin to bring pressure to bear on their Representatives, and enlist them 
Ibr the overthrow of monopoly. 



[From the Boston Traveller.] 
IT WOULD BE A PROTECTION TO THE PUBLIC. 

The proposition that finds most favor^ as we gather public sentimentj is that the 
Government shaU construct a telegraph system of its own, conuectiuff all the chief 
centers of busioess activity, and capable of amply protecting the public from a sud- 
den cessation of telegraph service^ and run it as a branch of its present postal busi- 
fiesa. This would leave the existing companies still in the field, but not its absolute 
masters. The postal telesraph would be always there to protect the public from ex- 
tortionate rates, and at tne same time to deprive the employes and the companies 
alike of the temptation to carry their contentions to unreasonable lengths. 



[From the New Haven News.] 
IT WOULD ESTABLISH A STANDARD OF COMPETITION. 

The GoTemment, we believe, should be fully eouipped for the transmission of in- 
iallige&ce by telegraph or by mail, but from neitiier occupation should it exclude 
private enterprise. It should establish a standard of competition — a reasonable senr- 
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ice at a low price, bat not so low as not to yield a moderate percentage of profit. It 
would thns render it impossible for a stock watering company to subsist by robbing 
the public. Only companies doine basiaess at fair rates and declaring honest divi- 
dends could enter into rivalry witn it. Not having to purchase any right of way, the 
cost to the Government of a newly constructed telegraph, touching every post-office 
in the country, would not exceed |20, 000,000, and some expert estimates have been 
made which nx it as low as (10,000,000. Why should, the people continue to pay a 
profit of 6 to 8 per cent, on (80,000,000 of bogus capital for an inefficient service, 
when for 3 or 4 per cent, on (20,000,000 they would be served better t In five ^ears 
the whole cost of the Government system would be saved to the people in the cUfifor- 
ence between 6 per cent, of (80,000,000 and 4 per cent, of (20,000,000. 



[From the Boston JonmaL J 

The charges for telegraphic service could be largely reduced and yet make the 
system self-sustaining. The Western Union lines, it is estimated, could be duplicated 
for (20,000,000 at least, but the company receives a revciiue which enables it to pay 
6 per cent, dividends on over (80,0<K),000 of stock. This being the case, it is fair to 
assume that the usual rates could be reduced one-half and yet be sufficient to pay the 
interest on the cost of a new system and pay the operating expenses. In this country 
the general sentiment is not favorable to the interference of the Government in 
strictly business matters ; consequently, if the telegraphic business could be managed 
wisely and efficiently by private enterprise and make the cost of telegraphic service 
Just and reasonable, the general sentiment would favor a private rather than a Gov- 
ernment telegraph. If there comes to be a general demand for a postal teiegr^h, it 
will be due to the conviction of the people that under existing conditions in this 
country it is impossible to secure fair service otherwise. 



[From the Borne Sentinel.] 
THB POST-OFFICE WILL NOT MONOPOLIZE THE BUSINESS. 

All who have given the subject any attention know that telegraphing^ pays im- 
mensely on the actual capital invested. The telegraphers, one would think| should 
be the best paid workmen in any calling of equal importance. That they aie not. 
and perceive no tendency to betterment of their condition otherwise than by unitecL 
protest, they strike. Whereupon the Republican leaders array themselves by the 
side of one of the most cheeky and foxy corporations in existence and take part against 
the workman, who will do wellto note the fact and govern himself accordingly. * * * 

What is the carrying of packages weighing four pounds or less but direct competi- 
tion with the express companies? It so nappens that both of these facilities of the 
Deparbnent are a great public convenience, and as they can be done without loss, as 
the revenues of the Department clearly prove, thej^ will remain, and at lower rates, 
too, firom October next. It would be impracticable for the Post-Office to undertake 
to handle all telegraphic business. It is neither asked nor desired that it do so. But 
as it monopolizes the means of postal communication, it might very well add thereto 
the latest improvements in the rapid interchange of messages sucn as are furnished 
by the telegraph system. 



[From the 'Washinffton Post.] 
ITS GREAT ADVANTAGES WILL BE WELCOMED. 

Why say to a citizen " We will haul your message to San Franeisoo by steam, and 
we wul not let anybody else haul it ; but if you can't wait jfor our slow coach go to 
Mr. Gould and he will wire it there in a few minutes" T 

These are the strong arguments on both sides, and they will be repeated in a thou- 
sand shapes in the houses of Congress next winter. To us it seems evident that there 
is a strong tendency towacd the consummation aimed at by the advocates of postal 
telegraphy. When it comes its great advantages will be welcomed by all, but there 
will be a deep-seated and well-grounded apprehension of bad results from a vast in- 
crease of the number of office-holders. 
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[From the Chicago Herald.] 
A WONDBB THAT IT HAS NOT BEEN DONE BEFORE. 

ConBidenng the valne of snch an adjunct to the Post-Office in the mere matter of 
regulating telegraph tarifEs-we wonder that it has not been erected before this. But 
don't let US think of a Government monopoly of telegraph service, for that means 
buying out the extremely thin stock- water of the present companies and transforming 
Mr. Jay Gould's Western Union stock into Government bonds. Not just yet. Let. 
ua have a new deal and see how it will work. 



[From the Salt Lake Tribune.] 
LET THB PEOPI^E SUBSCRIBE FOR THE STOCK. 

The remedy is the postal telegraph, and, if necessarv to carry it out without tazing^ 
directly the Treasury of the United States, let postal savings banlu be added, and 
the people be permitted to make f^om (5 to |100 subscriptions to the stock. If the 
Pemocratio Congress will this winter undertake and carry this through to success, 
there is enough m it to elect a President next year on the success which will follow the 
measure. 



[From the WheeUng Register.] 
IT WOULD BENEFIT EVERY ONE. 

It is certain that the time predicted by Senator Piatt, when the telegraph shall be 
not only tiie rich man's mail, but the poor man's mail as well, would be brought 
oloeer to us by governmental control. 



[From the Ghioago Evening Journal.] 
rr WOXTLD PREVENT FURTHER MONOPOLY. 

The first step in the new movementis to determine that the telegraph business shall 
oease to be a monopoly in this country, and then the details can easily be arranged 
mfterwBxd. There is no obligation on the part of Congress to buy out any of the ex* 
isting telegraph companies. When a bill is passed providing for a postal telegraphic 
08tem, it will then be time enough for the Postmaster-General, or the ofacers in 
ebMge to entertain the proposals of those who might then have a certain amount of 
depreciated telegraph stock to dispose of, together with a liberal amount of '' water." 
''water" has become mighty cheap in this country, and the feeling against selfidi 
monopolies is rapidly increasing in the minds of the people. Let it be directed against 
ihe most perfect specimen of a monopoly that has overgrown up in this country until 
the people are exempt from its exactions, and then there will be hope of relief in 
other dureotions from similar evils. 



[From the New Haven Palladlam.] 
ITS STOCK WILL NOT BE WATERED. 

The talk about the Government monopoly of the telegraph is the supremest non- 
sense. Kobodv asks for such a monopoly. What is wanted is the kind of Govern- 
ment telegraph outlined by Senator £dmunds in his speech at the last session of Con- 
gress — a telegraph supplemental to the postal system, with wiieg establi^ed at first 
along the IcMling postal routes, and gradually extended until all the post-offices* in 
the country are connected, one with another. For the convenience thus afforded the 
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public will pay what it costs, and the GoTemment, which does oot water its stock, 
will charge no more than cost. Such a system would not necessarily result in a uio- 
uopoly. It would not drive the private telegraph companies out of existence any 
more than the extension of the postal service a few years ago put an end to the express 
business, as many at the time predicted it would. Holders of the Western Union's 
49ixty millions of watered stock might mourn over the shrinkage of their dividends^ 
but there would be no call for sympathv with them. The people would be benefited, 
And the telegraph would no longer be "the rich man's mau/' out be at the service or 
the humblest citizen in the lan£ 



[From the Troy Badgetl 
IT WOULD NOT LARGBLT INCBEA8S THE PUBLIC SEBVICB. 

As to the fears expressed with reference to a probable large increase in office-hold- 
ers and office-seekers, there do not appear snfficient or reasonable grounds on which to 
base them. In thousands of small post-offices the clerk would simply need to be a 
telegraph operator. As to the revolution which it is apprehended might follow in 
the changes ordered by an incoming administration, there could not possibly be more 
than is constantly goin^ on. A change of postmasters might produce a change in 
clerks, and still not a like change in telegraph operators. For many years to come 
skilled operators could not be replaced as readily as ordinary post-office clerks are 
now. Again, if the civil-service rules are not wholly inoperative, they would tend 
to prevent any such wholesale changes as are dreaded. 

As to the other branches of the argument urged against a monopoly by the Govern- 
ment, this is to be said : When the Government added to the postal department the 
business of sending parcels, it did not crush out or buy up the express companies. 
The latter were simply forced out of a monopoly and into a competition which re- 
duced the rates to a more reasonable standard. When the money-order system was 
devised it was not considered necessary for the Government to buy up all the banks. 
The Western Union company is a huge telegraph monopoly. It has absorbed nearly 
every competing telegraph companyi and boasts of its success. Its actual stock of 
$30,000,000 has been '' watered " to $80,000,000. It is calculated that $^,000,000 would 
establish a postal telegraph. A message which now costs 25 cents could then be sent 
for 10 cents or less. 



{Vtom the Springfleld Bepubliosn.] 
ITS ESTABLISHMEin* IS A CLEAB DUTY. 

The first duty and the clear duty of the continental (Jovemment of the United States 
U to regulate the telegraph business. 



[From the Indianapolis Times.] 
|~-- THB OOVERlTKiENT IS AT THE MEBCT OF THE PRESENT MONOPOLY. 

The business of the country has outgrown even the fast mail lines, and the demand 
is for still more rapid transmission of the mails, and for this rapid transmission the 
•countiy is dependent upon a private corporation, and the cost is so great that a large 
•proportion of the people are cut off from its use. Again, the people depend upon tne 
press for its news, and the press is absolutely at the mercy of the telegraph company. 
The company has its power to ruin any newspaper in this land at any time by simply 
changiuff the rates for dispatches. Papers have^ been so mined. A paper cannot 
live without obtaining and publishing the news. It cannot obtain the news except 
by the aid of the telegraph. The company can. when it sees fit, fix a tariff so high 
that the paper cannot pay it, and thus shut it off from obtaining the only thing 
which makes it valuable property .^VThe (Government itself is at the mercy of tho 
telegraph company. 
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[From the Hartford Times. 1 
THK IKBOI^BNCE OF THE WESTEBN UNION. 

One of the insolent and dictatorial orders of the Western Union is that a private 
house (a broker, for instance) who receives stock reports and pays for them shall not 
sell them to any newspaper, nor permit any newspaper to copy them from the broker's 
bulletin, though the newspaper shall agree to purchase the'regular reports of the 
Western Union, or the Press Association, and pay for them at regular prices. The 
object of the newspaper in purchasing of the broker would be to accommodate the 
public with news of the latest sale of stocks perhaps ten minutes earlier than it could 
do so by purchasing the regular press reports. No one would be harmed should the 
reports be taken m>m the broker's bulletin ; but the Western Union says : ^* No ; if 
you (the broker) permit the copy to be taken we will cut you off from the wire." 
This is one instance of its insolence. There are other grievances, of which the press 
all over the country complains ; and we look upon it as an encouraging indication of 
better times when the press speaks out upon this subject with so much freedom and 
frankness as has marked its course the past two weeks. Let us have peace and fair 
play. The New York Herald says : 

'• Everybody who has considered the qaestion knows that the telegraph is not yet 
used to one-tenth the extent that it ought to be, and would be were it not that rates 
have been kept unduly high by the Western Union stock-waterers in order to secure 
dividends on their enormously inflated stock, and were it not, besides, for the poor 
and irregular service, which discourages the use of the telegraph except when it is ab- 
solutely required." J 



[From the Easton (Pa.) Free Press.] 
A CHECK TO DISHONEST GREED. 

A postal telegraph system, whereby the best telegraphic facilities will be given the 
people at the veryiowest cost is what is wanted. Let the Government pay for anew 
plant, and let the established companies, which have swindled the public, take care 
of themselves. There is no reason, except the dishonest greed of the Western Union 
Telesraph Company, why the people should not have ample means of using the tele- 
grapn at one-third of what telegraphing now costs. This proposition for a Govern- 
ment postal telegraph service is being advocated very generally by the press not sub- 
ject to the dictation of big monopolists. The objections against it that it will too 
largely augment the power of the Government, and enable a successful partisan or- 
ganization to wield too great an influence through official patronage, cannot be 
urged with reason. No party will stay in power that ignores civil service reform, 
which has begun to develop under a regularly constituted commission, and which 
will hereafter prevent the use of federal patronage for partisan ends. The Forty- 
eighth Congress will probably receive a loud call from the people to establish a postal 
telegraph system, to be conducted as successfully and satisfactorily as the present 
postal system. 



[From the New York Star.] 
The revenue of the Western Union in 1882 was (17,140,000. 



^rom the Nashville American.] 
A BILL TO COME BEFORE THE NEXT CONaRESS. 

Aa to the apprehensions touching the civil service, the Baltimore American thinks 
that tbe time required to become a skilled operator involves an apprenticeship, and 
ihia enforces a permanence of tenure of office which mere political clerkships do not 
naittTally enjoy. It is claimed that the Government could build its own lines for less 
than one-fonrth of the inflated value of the Western Union, and it is announced that 
a bill to carry out this plan will be introduced in Congress at the coming session. It 
la asserted by telesraphio experts that the Government could establish a postal tele- 
graph svstem for $15,000,000, and without necessity of buying right of way, as it can 
calabliali a line along every post-route. 

8. Rep. 577, pt. 2 7 



98 STATEMENT OF GARDINElt G. HUBBARD. 

[From the Kewbiiryport Herald.] 
COXaRESS EXPECTED TO SOLVE THE DIFFICULTT. 

' Most likely Congreps will look upon it and solve the difQcnlty by having its own 
lines in competition and ready at all times to do the whole telegraphic bnsineaa of 
the country with competent operators and at retasonable rates. 



[Tmrn the Memphis Appeal ] 
FUBTHEB EXTORTION BCADE IMPOSSIBLE. 

The dispatches would be delivered in the ordiuary course of the letter-caxnero^ 
rounds, and would have for one of the results an extension of the postal delivery sys- 
tem. For this the people would pay only what the cost was to the Government; 
there would be no watered stock to provide dividends for, and no extortionate, greedy 
monopoly to support and submit to. Under this system a great and increasing mass 
of business and press correspondence, which requires a quicker than post delivery, 
would go to private lines m at present. Upon those lines the postal telegraph, with 
its moderate charges, would be a check, and further extortion would become impos- 
sible. 



[From the Covington Commonwealth.] 
IT WOULD PUT A CHECK TO ABBOGANCE. 

As a general rule we are opposed to either the general or local government taking 
j»art in outside matters, but here is a bloated monopoly that has arrogantly arrayed 
itself against the public, and which has attained such vast proportions as either to 
buy out or swamp all opposition, for the only attempts that have been made with any 
vigor have been ended with the inevitable '^amalgamation.'' Most of the Canadian 
press is anxious to cut loose from the Western Union, which is described as a '' grind- 
ing monopoly, which, for its own greed, cares not how much it may convulse the busi- 
ness of the whole country, derange traffic, interrupt communication, or put all classes 
to inconvenience." 



[From the Borne Sentinel.] 
THE PRESENT LINES WOULD STILL EXIST. 

The Government tele^aph, according to the idea which obtains among the minority 
of those who have considered the subject, should be an adjunct of the postal system. 
With wires runniug into every office a message or letter from Chicago to Rome 
would be received within a few hours, and put into the box of the person to whom 
it was addressed. In the case of cities having carriers the telegrams would be deliv- 
ered the same as ordinary letters. The charges could not help beiug very moderate 
compared with the present cost of messages. The Government has no watered stock, 
and no business witn any. The present lines would exist and be welcome to all the 
business they could obtain. The Government would thus have no monopoly. Its 
rates would regulate those of private lines, the competition would be the healthiest 
known, for it would be competition incapable of being bought off by any pretext, de- 
vice, maimer, or means whatever. 



[From the BufEUo Exprees. ] 
NO PAYMENT TO JAY OOULD FOB WATEB. 

Undoubtedly there would be a strong popular feeling against buying the property 
of the existing telegraph companies at anything like the value which their wires, 
poles, &c., are supposed to represent in capital stock. The people would not be 
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willini^ to have the Gtoyemment pay Jay Gould, or any other monopolist any very 
largQ snm for .water. There is a strong opinion that the telegraph autocrats have 
taken oat of the public already, one way or another, mnch more than they ever put 
into the business, and if the business should be ruined for them, and their vast blocks 
of shares prove worthless on their hands, the public would not care much. 



[Prom the Pottsville Miners' JoiimAl.J 
ALMOST SURE TO BE ADOPTED. 

It is reasonably certain that a bill for the carrying out of this project will be in- 
troduced in the next Congress. If the sentiment of tne country shaU be found un- 
mistakably fikvoring it, there will be an almost absolute certainty of its passage. 



[Fiom the Public, New York.} 
BXTBINESS MEN AND TUB PEOPLE AT LAB6E DEMAND IT. 

Finally, we have the postal telegraph plan, which Senators Edmunds and Sherman 
have already advocated very ably. Mr. Edmunds has announced that he will intro- 
duce a bill to that end as soon as Congress assembles. The Herald has devoted much 
space to the advocacy of the plan, and many influential journals are already com- 
mitted to it. The essence of this plan is that Government shall establish lines at 
first between the principal post-offices, and afterward to other points as fast as may 
be consistent with a reasonable economy, until it shall eventually be ei^abled to send 
any letter t>o its destination by wire if the sender chooses to pay a moderate additional 
charge. At a great number olf places the same persons could act as postmasters and 
telegraphers ; extra expense for offices would not be required ; the right to establish 
post-routes would be invoked to secure rights of way at a very low cost, and thus, 
without interfering with existing lines for telegraph or railroad purposes, the public 
would obtain a separate telegrapnic system in no way connected with the jobs of the 
stock market, and forever preventing a monopoly in telegraph service. 

Constitutional objections to this plan are hardly to be considered, since lawyers so 
sound and conservative as Senators Edmunds and Sherman have committed them- 
selves to it. Senator Piatt, of Connecticut, also a lawyer of high rank, advocated the 
same measure very ably, but with the notion that, in order to establish a postal sys- 
tem, the Government would purchase the lines of the existing companies. That plan 
would meet, and ought to meet,* a determined opposition. The great merit of Mr. 
Edmunds' proj)osition is that it secures the country against a monopoly. We want 
DO monopoly in this business, whether in the hands of the Government or of a corpora- 
tion. There is safety only in preserving permanently two competing systems, either 
of which must depend for its revenues and its very existence upon rendering service 
with promptness and fidelity. 

The Government itself absolutely needs a telegraphic system for its own protection. 
This will not seem the language of exaggeration when it is considered that the or- 
dinary enforcement of laws, the capture of offenders, the success of fiscal operations, 
the protection of the country against domestic insurrection or foreign invasion have 
come to depend in these days upon the instant transmission of intelligence with cer- 
tain and absolute secrecy. It may at any time come to pass that the private interests 
of those controlling a telegraph system shall require the non-enforcement of the law, 
the escape of a criminal, the prevention or delay of a financial operation, or the par- 
tial success of a domestic outoreak or foreign inroad. It is nonsense to say that this 
cannot happen. If Mr. Grould could suppress for a few hours or days news of an out- 
break on tne Pacific coast, or of the departure of a hostile iron-clad from Europe, he 
ronld make millions by it. The Government has no certainty that he would throw 
away miUions. It has no certainty that its orders bearing on great financial opera- 
tions may not be betrayed and its aims thwarted. When the Government was hunt- 
ing for star route offenders, how many would have been caught if its dispatches had 
been secretly betrayed T An important witness happened to be a Government director 
of the Union Pacific Railroad, and it has always been a mysterious fact that the of- 
ficrn in search of him could never catch him. The administration has been blamed 
for that ; who knows that the administration was at all in fault f On the other hand, 
a monopoly in the hands of the Government would be ci^aally dangerous to the peo- 
ple. Tocre is no need of arguing this point — ^Americans instinctively realize its force. 
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AmeiicaDB do not mean to give power to any one party in snch shape that thejr shall 
never have an eqnal chance to take it hack if they choose. Therefore they will not 
tolerate a Government monopoly of telegraphic service. 

More broadly, the people in their pofitical capacity absolntely need two complete 
systems. This country needs two parties, in order to make the Government pnre and 
hoalthy. But it will soon be seen that there cannot be two parties with a chance' 
of success for either, if -there are not two competing telegraphic systems^ neither of 
which can ever buy, absorb, or crush out the other. The Government will have no 
temptation to earn large dividends on watered stock, and the competition will at all 
events keep down the charges for telegraphic service to a reasonable figure. 

The main reason for a change is not economy, nor relief from the possibility of 
strikes ; it is the public safety. A double system of telegraph lines, that can never 
be consolidated, secretly bought xtp, conducted for stock-jobbing ends, or crushed ont 
in competition, has become a national, public, and political necessity. We do not 
agree with Mr. Edmunds that the postal system should be constructed little by little. 
Government can sell 3 per cent, bonds at par, and the revenues from the wires will 
pay the interest as fast as the system can be extended. If there is need, there is need 
now. If it is the right of the people in their capacity as a nation and as individuals 
to have their choice of two servants, with respect to secrecy, certainty, and spe^ 
the sooner they have that choice the better. 



[From the CMoago Trlbime.] 
THE PURCHASE OF SSJSTINQ UNES WILL NOT BE TOLERATED. 

The discussion of the project for a national telegraph system is broadening every day, 
and public sentiment promises to be well organized by the time Congress meets. If, 
then, a man like Edmunds or Lo&an in the Senate, and Randall, Carlisle, or Holman 
in the House, shall take hold of the matter, it may be pushed forward to a realization 
before the end of the next session. 

There are some general principles upon which all the advocates of Grovemment 
telegraph are ready to asree. One is that the Government shall construct its own 
lines. Another is that there shall be no attempt at a Government monopoly of the 
telegraph business. A third is that telegraph facilities shall be added to the existing 
postal system, just as express facilities were added two or three years ago. 

1. No business principle will indorsCj and the sentiment of the country will not tol- 
erate, the purchase of telegraph lines now in operation at a price corresponding to 
the aggregate of fictitious capital stock. The capital stock of the Western Union 
Company is (80,000,000. It has grown abnormally under the influence of irrigation. 
Its assets are made up in large part of leases, payments made to extinguish competi- 
tion and intatlgible manipulations. 

2. There is not the slightest moral obligation upon the Government to buy out the 
existing companies upon any terms. This is apparent enough from the fact that the 
Government has never interfered, and nobody would ever think of suggesting an in- 
terference, with the construction of competing telegraph lines with private capital. 
Such competition would be too clearly in the interest of the people to admit of Gov- 
ernment discouragement, if experience had not demonstrated that in private hands 
it is merely a species of black-mail. If the Government shall build an independent 
system of telegraph, there will be a guarantee against black-mail, and protection for 
the public against combination. 

3. It is better in every way that the Government should compete in the transmis- 
sion of telegraphic correspondence than endeavor to monopolize it. If the men iu 
control of the Government should ever take advantage of its telegraphic facilities to 
pay excessive salaries to its employes, and to tliat end charge the public exorbitant 
rates, or if confidential communications on business, social, or political affairs wore 
betrayed by the Government service, the people would have the competing private 
lines to fall back upon, and would prefer to pay the companies higher rates to make 
sure of inviolability. In this way, competition would bo a wholesome and permanent 
restraint upon the Grovemment and the men in liontrol, as well as upon the private 
companies. 

4. While the Government's right to set up a competing telegraph service cannot be 
denied, and while the Government could not justify the purchase of existing lines at 
the fictitious price represented by their capital stock, it must be admitted that it would 
be conspicuously unfair for the G^^vemment to establish its own system and then iiim) 
its power to declare a monopoly of the telegraph business. There is no need, and 
there would be no excuse, for such a course. All the people want is assured competl* 
tion, which shall furnish the telegraph service at the lowest rate, and a guarante4» 
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tbat electrio coirespondenoe shall not be cat off at any time by combinations of cap> 
it a 1 or by combinations of labor. 

The conrse for the Gk>yemment to take in this matter has been completely outlined 
by the addition of the parcel or express business to the postal system. The machinery 
and the work of the postal service were increased enormously by taking in this new 
branch of servioe, but the result has proved that competition in the exj^ress business 
could be furnished to the public through Government agency without involving the 
Post-Offloe Department in loss, and without driving the express companies out of 
business. Precisely the same thing may be done with the telegraph. There is a 
popular demand for it which Congress should recognize at the very next session. No 
party opposition can be organized against it in reason. In 1882 the expenses of the 
postal service were something more than $40,000,000, and it was administered at a 
little profit, which led to the reduction of letter postage to two cents. It will be a 
small matter to add (5,000,000 a year of expense to the present machinery — and this 
is about the total amount of salaries and wages paid by the Western Union Company 
— ^and the receipts of the telegraph branch of the Department, at low rates, will still 
make the Department self-sustaining. The undertaking is not nearly so formidable 
when looked at closely as it appears to be at first sight. Private capitiJists are not 
dismayed at a proposition to span the continent with telegraph wires; certainly the 
Government, which can borrow money at 3 per cent., need not hesitate to assume an 
investment of $20,000,000 for the benefit of the people, which is bound to be self- 
sustaining. 



[From the New Tork Star.] 
CON8KRVATIVK AND WORTHY OF CONSIDEHATION. 

It is a significant coincidence that both the World and the Sun had editorials yea* 
tcrday morning condemning a postal telegraph, and that both of them presented the 
same stale objections to that measure, which have been answered time and again* 
The style of the two editorials is unlike, but the spirit is the same, as though both 
were inspired by one person. And as they both represent the interests of the Wesi>- 
4«m Union monopol;^, contending that it is safer and wiser and better to put the whole 
telesraph business into its hands, than to trust it to the American people, to be man- 
ajj^ed as "Uiey manage the postal business, it needs no search with a lantern to dis- 
ci) ver the ]person who probably inspired them. But the difference between the two 
editorials is striking, as though the editor of each paper undertook to venture some- 
thing beyond his instructions, on his own authority. 

The objections pressed by these organs of monopoly have no real force. For in- 
«tance, the World says it will be dangerous to put the telegraph into the control of 
the Goremment, because this would ** establish a partisan telegraph monopoly," for 
** in the United States, ever^ Federal officer is required to be a political adherent of 
the party which gives him his position, and to aid it with his vote and his assessment 
at every election/' Our esteemed contemporary has evidently forgotten that the last 
Congress passed a bill, which the President signed, forbidding the assessment of any 
Federal office-holder or employ^ for partisan purposes under heavy penalties; that Con- 
gress passed a civil service bill, which the President also signed, under which every Fed- 
eral officer is not "reouired to be a political adherent of the party which gives him 
his position." It would be well for the World to learn the facts of the situation be- 
ftm it rushes into the whirlpool of controversy. Besides, if the Government control 
of the telegraph service would be dangerous, because it would be partisan, the Gov- 
ernment regulation of tbe telegraph service, which would be equally partisan, would 
1ms dangerous also. The Worla proposes that the same partisan Government which 
raunot DO trusted to control the telegraph service — ^that is trusted to control the pos- 
t.;l service, and does the work wonderfidly well— shall pass laws forbidding the con- 
mltdation of parallel telegraph lines, and ^'prohibiting the illegal issue of stock, 
adU making the watering process impossible.'' It insists that competition is the sole 
remedy for all the abuses of the present system. Had the editor of that interest- 
ing paper lived long in the United States, he would know that compe^tion has had 
itM way and day in the telegraph business, and has utterly broken down. The pres- 
«'i]t fitat« of things has grown directly out of the very competition he clamors for as a 
remedy to the present state of things. The result of the efforts made thus far to pre- 
vi*Qi the consolidation of railroad lines and the watering of stock should convince 
• ^cTy reanonablu man of the futility of trying to prevent the practical consolidation 
'^ t**''^*^ telegraph lines. The tendency to monopoly in railroad and telegraph cor- 
]>uratiQiUi is ingrained and virtually inesietible. Besides, if the Federal Government 
I* MA demoralized by its partisanship that it cannot be trusted to control the tele- 
i^pb aervioe aM it does the postal service, how can it be trusted to settle all the in- 
trieate qoeatlons respectinjf the rights and interests of rival telegraph corporations 
^ptfratlng in thirty-ei^^ht States and half a dozen Territories? 
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We respeotfally anbmit that the World should lose do time in conaalting } 
Goald, the fountain-head of information on all qnestionB which inrolve the inten^ 
of the telegraph monopoly. 

The Sun starts out with the assertion that a considerable number of the advoca 
of the postal telegraph "seem lately to have become convinced that Govemmt^Dt r 
ulation, instead of Government ownership and direct control, will suffice to prot 
the interests of the people.'' It is unfortunate that our contemporary did not U 
the trouble to mention at least one of the advocates of a postal telegraph service \i 
h0« abandoned that idea as impracticable. We know of no such man. Almost g\< 
mail brings somepaper advocating a postal telegraph which had never taken t] 
ground before. Tne drift of public sentiment, as sho?m by the press of the count 
IS decidedly in favor of a postal telegraph, and the volume of that sentiment is 
creasing. The Sun has drawn upon its wishes for its facts, and bases an argnmi 
on an assumption that cannot be supported. 

The striking point in the Sun's article, however, is that it takes no stock whate^ 
in the World's project for Government regulation of the telegraph business. It c( 
cedes that the measure "is more conservative and worthy of consideration" tli 
that of a postal telegraph, but still there are so many difficulties in the way that ii 
virtually impracticable, and can hardly be discussed until the advocates of the me 
ore agree as to what they want the Government to do. We commend the discr 
and energetic scepticism of the editor of the Sun to the somewhat impulsive and 
together too effluent editor of the World. 

The Sun informs its readers that it has already shown that the proposed postal i 
ejB^ph "is one of the most objectionable and dangerous political proiects of reci 
tunes." This will be startling news to its readers and the lest of mankind. As t1 
paper has merely repeated in oracular and autocratic terms the forceless, fallacio 
and stale objections raised by monopolists against the measure, ii is hard to t 
which is the more remarkable— the coolness ofits assumption, or the absurdity of 
claim. 



[From the New York Son.] 
UNWOBTHY OF CONGRE8SIOXAL FAVOR. 

Neither the plan to buy out the existing telegraph companies nor the proposal tl 
the Government shall build new lines and enter into competition with the Westc 
Union and other companies, deserves the least favor from Congress. 



IFrom the XndiaaapoUs Tis^OA.] 
IT WILL PRBVBNT PARALYSIS OF BUSINESS. 

The business of the country has outgrown even the fast mail lines, and the dema 
is for still more rapid transmission of the mails, and for this rapid transmission t 
country is dependent upon a private corporation, and the cost is so great that a lai 
proportion of the people are cut off from its use. Again, the people depend upon t 
press for their news, and the press is absolutely at the mercy of the telegraph co 
pan^. The company has the power to ruin any newspaper in this land, at any tin 
by simply chancing the rates for dispatches. Papers have been so ruined. A pap 
cannot live without obtaining and publishing the news. It cannot obtain the ne 
except by the aid of the telegraph. The company can, when it sees fit, fix a tariff 
high that the |>aper cannot pay it, and thus shut it off from obtaining the only thi 
which makes it valuable property. The Government itself is at the mercy of t 
telegraph company. 

The Signal Service of the Government has become a necessity in the preservatii 
of property and shipping upon the rivers, lakes, and seas, and for the preservati' 
of human life, and its importance to the interests of commerce is incalculable ; yet 
1870 these interests were all jeopardized and the Signal Service brought to a suspe 
sion by the refusal of the telegraph company to accept the terms offered by the Go 
emment. The business of the commercial world has been thrown into oonfusii 
during the past three weeks by the strike of the operators. But there is still anoth 
and greater danger. The telegraphic lines of this country are practically in tl 
hands of one man, and that man a gigantic speculator. He has in his power the on 
means of instantaneous transmission of news, not only throughout this country, bi 
across the ocean. Having this power, he can at any time, lor his own speculati' 
purposes, suppress the transmission of news until the business of the whole count 
could be paralyzed. 
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[From the Davenport Gazette.] 
ITS RESULTS WXIX BB BENEFICIAL. 

If, therefore, snoh resnlts attend the extension of postal operations and the increase 
of their service to the people in all directions, what is to hinder attainment of simi- 
larly beneficent resnlts were telegraphy also included in the functions of the Post- 
Office Department f 



lErom the Denver News.J 
THE ONLY HOPE OF T^B PEOPLE FBOM EXACTION AND DELAY. 

In this scheme lies the only hope of relief which the people have &om such occur- 
rences as strikes and such exactions as excessive charges. 

The Government has as much right to forwarded communications between the peo- 
ple by wire as by mail. It is only a different form of the same service. It would be 
a saving of millions every year to the business interests of the country if the Govern- 
ment had a telegraphic service which would forward and deliver messages at cost, as 
letters and periodicals are now forwarded and delivered. 

It is quite certain that at the next session of Congress a determined effort will be 
made to secure the establishment of a postal telegraph, and the probability is that it 
will prove successftil. 



' [ISrom the Trenton TimesJ 

THE PBOJECT IS FAYOBABLT RBGEIYSD. 

The proposal to establish a postal telegraph system under the supervision and con- 
trol of the Government is being widely oiscussed and favorably received. The New 
York Herald deserves the credit of starting the movement. That newspaper, with its 
accustomed zeal, is feeling the public pulse on the subject and influencing the public 
mind. 

The second plan is a largely commendable one. The present telegraph service is 
not satisfactory. Monopoly too largely controls it. This has been made painfully 
evident durine the past few weeks. The striking operators and the stubborn com- 
panies have blocked public trade and inconvenienced the people in a thousand ways. 
If the Government had lines of its own the strike would have been short lived, if it 
had occurred at all. The Western Union would not have dared permit a strike with 
^e Government in the field against it. 

The postal tele^aj^h scheme is well worth consideration. The Herald deserves 
credit for its activity in the matter. 



[From the Newbury port Herald.] 
IT WILL BE CONTBOLLED BT THE PEOPLE. 

The Western Union has pursued a policy which has made free competition impossi- 
ble in the business, and the question is whether there shall be a central power of 
which Jay Gould is the head, or one where the people can make a change at will. 
Centralization is not to be stopped by any political party, but it is a question as to 
whether it is to be of telegrapnic and railroad and standard oil monopolists, or of the 
Government, controlled by the people. 



[From the Florida T mes-TTnion.] 
A SELF- SUSTAINING GUARANTEE AND SAFEGUAKD. 

Tbf^ eetabliflhment by the Government of a system of telegraph hues v^oold he a 
gnarmotee against such interruption as the business public has suffeied of late, and a 
■aliKignard against a worse one which may come when the present manipulators of tho 
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telegraph keys have been inveigled into the Telegraphers' Brotherhood and indno 
to go ''out.'' It conld be ran at ratee merely self-enstainins, and tbns, while forcii 
the priyatio oompaniee to adopt reaeonable rates, it woald not be a burden on t 
Tieasory. At terminal and important points the present system of letter delivc 
oonld be utilized, thus guaranteeing prompt delivery of <UBpatches. It wonld 
jreality, as one of onr oontemporaries has expressed it, be a system of electric lett< 
added to our f»reeent 0yatem of letters by pen and pencil. Its adoption is snre 
oome. 



[From the Oalveston News.] 
THB BNnSK BUSINESS WILL BE IMPROVED. 

Private competition conld hardly fall to promote aconrac^ and qniokness of trai 
mission and delivery and a high degree of general efficiency m the Government bran 
of telegraph service. Thns the two systems woald act'^and react with checks ai 
stimulants for the improvement of each. There is a strictly analogous case to sn 
port the conclusion that private telegraphy and Government telegraphy may exi 
side by side and each succeed after its fashion. The express companies were not drtv> 
out of business when the Post-Offlce Department undertook a few years ago to trai 
mit merchandise parcels at cheap rates. The private express business was really ii 
proved and largely expanded, while its charges were moderated. 



[From the Kew York Byenhig Poat.] 
TBOB ONLY BEMKDT FOB EXI8TINO OBCBYAVCBB. 

This last affiiir has undoubtedly had the effect of greatly stimulating the demai 
for Government competition. That this will come before long we have not the sligli 
est doubt. A larger and larger number of people are bennning io see that Gover 
ment competition is the only one which will ever prove ^ective against the Weste 
Union, ana the only remedy for whatever inconveniences arise from having the te] 
graphy of the country in the hands of one corporation. The Western Union h 
&und so little difficulty for many years in destroying competition by buying out coi 
petitors that the creation of rival companies for the express purpose of being so 
out to it, after a period of fictitious activity and furious denunciation of monopolic 
has long been a favorite device of tricky financiers. In &ct, the corporation is large 
made up of these purchased champions of popular rights. What we need now is 
Government teleffraph, in connecuon with the x»ost-office, to compete with the coi 
meroial corporations. 



[From the Brooklyn Union.] 
OOYBBNMENT INTERYEMTION A KECESSITY*. 

The representatives of neither wUl be able to dodge the issue which the telegrap] 
ers' strike has forced on the attention of the people — ^the necessity for Governmei 
intervention in a sphere which public convenience and public protection alike mal 
it desirable that it should occupy. Competition has been tried and found wantin] 
tState legislation is impotent to prevent the use of public franchises for private end 
and munioipiJ ordinances, while available for ''striking" purposes, are entirely usi 
lees as a protection to the public. 



[From the Sacramento Beoord Union.] 
IT WILL COUNTERACT EXISTING DANGERS. 

That a system of postal telegra*>h lines is one of the early probabilities is the belie 
of very many earnest Wends of postal telegraphy in the United States. With th 
news avenues — commercial and financial and journalistic — in its control, and thepr 
vate correspondence of the people open to its inspection, the private telegraph con 
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pnny huids the Gomiuerce of the country at its will and the people at its merc^. While 
it may be said the trust in the post has not been violated, there is no positive evi- 
dence of that being true; but we do know that the possibility exists of a private cor- 
poration of news transmission using its power to punish enemies, reward friends, and 
gain infonnation of exceeding financial value to it. 



[From the Galveston NewR.] 

The New York World is unfortunate in arguments to combat the proposition of a 
Government telesraph service as a safe^ard equally against mischiefs of strikes and 
xuonopolies. It first protested against the proposition on the gratuitous assumption 
that it meant simply the transfer of the whole telegraph business from chartered 
monopoly to Gk>vemment monopoly. The leading advocates of the proposition hav- 
ing signified their desire to leave the telegraph field open to private enterprise and 
private competition, the World is still unsatisfied and insists that a Government tele- 
graph service as an extension of the present postal system could offer no possible 
benefits to offset in any degree its great .and certain evils. * *» * The World pro- 
fesses to be a Democratic paper of a thoroughgoing sort, but on this postal telegraph 
question it has more Republican than Democratic papers to keep it company. The 
New Orleans States is among a large and imposing number of Democratic papers which 
are widely at variance with it. The States holds the exact reverse oi the World's 
opinion. 

The World, however, has a remedy of its own to propose. ** The true remedy for 
abuses of monopoly in the telegraph as in every other business is in competition," 
says the World. Ajid thus it develops its plan for applying the remedy : 

** In order to encourage competition we need laws prohibiting the consolidation of 
parallel lines of telegraph or tne increase of capital stock except under stringent re- 
strictions. In Missouri a provision in the State constitution distinctly prohibits not 
only the consolidation, but even the pooling of parallel railroads, and does not allow 
parallel lines to be managed by the same directors. Other States by law prohibit the 
consolidation of parallel railroads or telegraph lines." 

The World must be very poorly informed or it would know that the constitutional 
provisions or statutory laws in Missouri, Texas, and other States against the consoli- 
dation of parallel and competing railroads have been practically ineffectual. Cor- 
porations and syndicates have found a way to overcome or circumvent all legal diffi- 
eoltiea. and to consolidate and pool to any extent desired by interested and contract- 
ing parties. 



{From the XansM City Times.] 
THE TELEGRAPH MONOPOLY. 

Two ways to avoid the evils of telegraph monopoly have been suggested. The first 
is the ownership of the telegraph lines by the Government. The proposition to that 
effect has more than a newspaper advocacy. It was gravely maintained in an official 
report of theJPost-Office Department, and has in its favor distinguished official au- 
thority. 

The late consolidation of telegraph lines and practical monopoly of the telegraph 
business by one company has given new vitality to the question, and another plan 
has been proposed — to wit, national legislation prohibiting the consolidation of paral- 
lel and competing telegraph lines. The statute of Missouri, applying the principle to 
railroads, has been quoted in favor of tbe plan, and its zealous advocacy urged, as if 
the Missouri idea had worked like a charm. 

Onr complimentary contemporaries of the East are unfortunate in their illustra- 
tions, however. Missouri has the statute, but it is of no practical utility. It has 
been set at naoght by the railway companies of the State. Since its enactment whole- 
sale consolidations of parallel and competing lines of railroad have been effected with 
impunity. In one instance a line competing with the Missouri Pacific, built with 
township subscriptions for the express purpose of competition, was bought by Jay 
Gontd, consolidated and then destroyed. In another instance two great lines travers- 
ing the State from east to west were seized by the same hand and placed under the 
same management. The practice has become so common in Missouri as scarcely to 
create pnbUc concern or to elicit newspaper disapprobation. Why this singular 
apathy t inquire the advocates of statutory inhibition. The answer to the question 
mtrounces as to the infirmities of the plan proposed. 
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The law Is not executed. The officers charged with its execntion place themselvei 
under obligation to the railroad companies oy accepting their favors and have m 
heart for the work. They are often weak men, and shrink from confronting in th< 
courts the able attorneys of the railroad companies. They are generally pohticians 
and fear to antagonize the unified power concentrated in the management of grea 
corporations. 

The press also is too often placated with the ** courtesies ^ extended, or disconragec 
by the futility of its protests, and the entire body politic is paralyzed in the presencM 
of the power that represents $300,000,000 in the State and multiplied millions in othe: 
States. Would the general movement be subject to the influences that nullify th( 
laws of the States f Would the Congress enact and the national authorities execute 
the prohibitory law more faithfully tnan the States? WiU the national officials tha 
accept the favors, covet the comforts, and fear the power of the corporations, be ani 
more eager to exact the penalties of the laws tiban the officials of the States T W( 
most respect&illy solicit tne opinion of the Eastern press on the qu^tions propounded 



[From the San FranolBoo Post.] 
A GUARAinVE OF 8BCRBCT. 

There are patents within reach of the Government of the United States whicl 
the Western Union does not control that would reduce the cost of telegraphy to i 
point which would in great measure supersede the expensive postal system for al 
purposes, and entirely so for commercial uses. For example, it is possible to transmii 
tk/ao-simile message almost any distance for a few cents and make a proflt, a trans 
cript of which over the Western Union wires would cost as many dollars. Further 
more, there would be a guarantee of secrecy under a postal telegraph system, wMcl 
is only measurably true at present. For these and other reasons that might be ad 
duced, a postal-telegraph system should be established, and if the telegraph opera 
tors' strike does nothing more than compel Congressional action in this direction i^ 
will not haye been in vain. 



[From the Hempbia AppesL] 
TBUSaRAFH BEFORBC 

The question of a telegraph service in eonneotion with the post-office is widely dis 
cussed by the public press, and the outcome of the discussion appears to be as follows 
The Government not to buy the present private lines, but must construct its own 
It has the same right to build and operate as corporations have. The Govemmeni 
lines should not be a monopoly ; competition would check abuses on the part of the 
Government and of the corporations. The Western Union is a monopoly injurious t< 
the public interest and to commerce. The telegraph lines can be liEkrgely extended 
with advantage, and quick postal communication is wanted to take the place of sIoin 
mails. The telegraph should be the poor man's mail as well as the rich one's. Thi 
postage authorities agree that there would be no important difficulty about adding a 
telegraph service, the letter-carriers delivering the telegrams. The cost will not hi 
great and the service will pay its own expenses, while rates will be lower. The neces* 
sary service will be appointed, not by the politicians, but under the civil-service rules. 
The opinion is general that at its next session Congress must take some step toward 
checking telegraphic monopoly and for the protection and furtherance of general 
quick communication among the people. 



[From the Bochester XTnion and Advertiser.] 
THE HEAD OF THE MONOPOLY. 

The same Jay Gould who acknowledged under oath, in 1873, before a legislative 
investigation committee, that he contributed money to control legislation in favor oi 
the Erie Railroad in four States, the aggregate amount used for that purpose being 
proven to. exceed $1,000,000, is still nnwhipt of justice and free to ply his vocation ae 
the head and front of the Western Union monopoly. 
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[From the Chicago SeraU.} 
HEAVY BLOW TO THE WESTERN UNION. 

Mr. Mackay's interest in the postal telegraph means that he will take an active part 
iu condnctin^ the affairs of the company. He always does that. He will prove the 
wheel horse in details ; the qniet, conservative night and day worker that he nsed to 
be when he was sinking shaiEts, driving drifts, opening levels, and turning out bul- 
lion at the rate of f 3,000,000 a month. If he makes up his mind fchat the Western 
Union lines are to he paralleled they will be, for he can swing 910,000,000 of his own 
to accompIUh it. We look upon the securing of Mr. Mackay's wealth and influence 
in this enterprise as the heaviest blow the Western Union has yet had. 



[Erom the Austiii (Texas) Statesman.] 
WHOI^ESOME COMPETITION A NECESSITY. 

The Western Union Telegraph Company has unconsciously done more to develop 
sentiment in behalf of a Government telegraph system than all other agencies com- 
bined. One thing is settled in the public mind, and that is that there must be whole- 
some telegraphic competition of some sort. 



[From the Washington Sunday Herald.] 
A TEST OF PRACTICAL STATESMANSHIP. 

There is no need to spend space in discussing the question. This is just one of those 
tests of wise and practical statesmanship that constantly arise and demand to be dealt 
with. A country that leaves its most vital means of intercommunication, the very 
nerve of thought, in the grasp of a Jay Gould deserves to have a strike every week 
that will paralyze correspondence, railway traffic, governmental operations and 
everything else, until it learns sense in the school of experience. The next Congress 
will find no more popular work laid ready to its hands than the blending of our pres- 
ent srand postal system and its proposed electrical extension into one harmonious 
whole. 



[From the "New Haven News.] 
NO PUBCHASB OF EXISTING UNES. 

No proposition to buy the existing lines of the Western Union will be tolerated by 
the people. They do not desire to substitute a new monopoly for the old one. They 
want omy to insure a permanent competition which will place them above the mercy 
of a robber corporation, but at the same time will not restrict them to the exclusive 
use of the Government acconunodations. The telegraph monopoly is doomed. 



[From the Boston Globe.] 
THE POSTAL TELEGRAPH MUST COME. 

The talk about a postal telegraph continues fast and furious. And, strange to say, the 
sentiment of the different sections of the country, as represented by the press, is quite 
unanimous, not only on the main question of the desirability of Gk>vernment teleg- 
raphy, but also on the kindred questions of methods and means. There are a few ob- 
jectors here and there, but it is seldom that the press of the country has been so nearly 
united upon any question of public importance as it is upon this. 

The main features of a Government system, as they are almost unanimously advo- 
cated by the press of the country, are that the Government shall not buy the Western 
Union lines, but shall construct lines of its own ; that it shall not have a monopoly of 
the bnainess, but shall simply be a competitor, and by its low rates compel the lines 
of private companies to reduce their prices, and that the system shall be made sup- 
plementary to the present postal facilities. 
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[From tike lDdiaii*poUB TimM.] 
AN UNHOLY ▲LUANCB. 

The postal teleeraph idea Is fast seizinju; hold upon the people. Bat few pajpers oppoe 
ity and they are umost excluBiyely confined to those who are connected with the Ac 
flociated Press, the twin sister of the Western Union. In fact, the two have been liv 
ine in nnholy wedlock for years, and it is not snrprising to hear the one defend th 
other. The people would he better served by having an independent Govemmen 
line. The operation of a i>rivate company wonld make the Government more careful 
while the Government being in the field would prevent extortionate rates. The op 
position between the Government and the express companies in the transportatioi 
of small packages has worked for the good of the people. So it would be in the mat 
ter of telegrapny. 



LFiom the Troy Telegram.] 
OOYERNMSSTT SHOULD CONTROL THE TELBGBAPH. 

If the telegraph is a valuable adjunct to the postal system let it be a part of it anc 
under Government control, and for the benefit of the people. 



[From the Albany Bxpiets.] 
DANGER OF THE MONOPOLY. 

The fact is that the public are now at the mercy of a monopoly, and that there it 
virtually no private competition in telegraphy because the Western Union has beei 
able to maintain an excessive rate of charges by its repeated consolidations with com- 
peting lines. This policy has made Jay Cik>uld the absolute controller of a very largi 
proportion of the correspondence of both the Government and of the people. It if 
easy to conceive of situations in which the interests of such a capitalist and speculate] 
might induce him to take advantage of exclusive knowledge, obtained by virtue oi 
his ownership of the telegraph, in regard to fiscal operations of the Gk>verDment, oi 
other wants affecting the value of stocks. In short, the establishment of a postal 
telegraph by the Government would probably act as a safeguard against unreasonable 
charges by a corporation of monopolists in the same way that the canals of this State 
operate to lessen the charges of the railroads for transporting freight. 



[From the Philftdelpbia Piees.] 

ENCOURAGING INDICATIONS. 

I 

Mr. Mackay is supposed to be exceedingly rich, and his buying into the postal tele- 
sraph concern has boomed its shares and depressed those of its mighty rival. If the 
Nevada mines had ceased to pay on account of Mr. Mackay's investment in them there 
would be some ground for viewing his association as damaging to an enterprise, but 
it is hardly fair to hold him responsible for the exhaustion of the pay rock in the 
Oomstock lode. If he still has a considerable portion of the magnificent dividends 
his mines yielded him in their palmy days, and is willing now to invest what is neces- 
eary of them to build up a strong rival to the Western Union, there is abundant rea* 
fion why the shares of that overgrown monopoly should tske a tumble. 



[From the Providence Press.] 
ANYTHING TO BEAT MONOPOLT. 



If John W. Mackay and Senator Fair, of Nevada, should decide to give the new 
|>o8tal telegraph company all the financial backing it needs, it will probably extend 
its wires all over the country, and place itself entirely above all influences of the 
Western Union Company. Almost anything to break down the present monopoly 
would be welcomed by the majority of people. 
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[Ftom the Chioago Frees.] 
SHOULD BE WIPED OUT. 

The Westem Union Telegraph Company has made competition impossible. It is 
sQch a gigantic and far-reaching monopoly that it has absolute control over the tele- 
graph business of this whole country. Hence its ability to impose upon the people, 
and oppress its employ^. The Government alone can wipe it out, and this it should 
do, in the face of recent deyelopments, without the sliehtest compunction of con- 
science and in the quickest time possible. A postal t^egraph is what the people 
waut, as an adjunct to the Post-Omce Department, to be conducted under a similar 
system. 



[Eiom the Philadelphia Times.] 
WHAT THE PEOPLE WOULD GAIN*. 

Many of the most widely read and influential public Journals have, for the first 
time, arrayed themselves on the side of Government telegraphy, and the issue prom- 
ises to be a vital one in the next Congress. If the Westem Union can pay dividends 
on nearly $100,000,000 by sending 35,000,000 dispatches in a year, what could the 
Government do with a system costing probably one-tenth of the Westem Union capital^ 
with no buildings, dividends, or offices to supply T And what would the people ^ain 
by the reduction of telegraphy to its legitimate cost, as has been done with the mails t 



\ 

[From the San Frandsoo Examiner.] 
ADVANTAGES OF COMPETITION WANTED. 

The Government is restrained b^ no moral obligation not to compete with a private 
company. A business enterprise is as open to the Government as to an individual. 
But in this instance the postal telegraph would be instituted by the Gk>vernment at 
the sug^stion of the people, and mr their use, on the same principle precisely that 
mail facilities exist. The public system would operate as a checl^ in the way of ex- 
cessive charges in the private enterprise, and as competition would necessarily spring 
up the pnbhc would get the benefit of it. The Examiner is by no means in favor of 
a monopoly of the telegraph system by the Gk>vemment. We believe that such a 
condition of affairs womd lead to a multitude of evils, not the least of which would 
be a centralization of power which is too great already. The purpose in view is to 
supply the people with cheap and rehable telegraph facilities. A public monopoly 
womd be as fatal to this purpose as a private monopoly. What is wanted is the com- 
peting advantages which will result from permanent independent telegraphic facili- 
ties. 



[Vnmi the Atlanta Con8titatioin.l 
nfPOBTANCE OF THE PROPOSED SYSTEM. 

The Sun says the Government might as well be expected to engage in the en>resa 
businees as to establish a postal telegraph. The illustration is not an apt one. u the 
jMietal service of the country were as perfect as private enterprise has made the ex- 
press companies the Government would do a large and growing share of express bus- 
mess through the mails. Even as matters stana hundreds and thousands of valuable 
packages are carried through the mails, for while the service is not perfect it is rea- 
■onab^ sure. Not a day passes that the Government does not compete with the ex- 
pxrm companies. The truth is a Government postal telegraph would not only in- 
ereaae the efficiency of the postal service, but would effectually dispose of one of the 
mtmi dangerous monopolies the country has ever seen. But if there are any real 
arguments against a Government postal telegraph, we should like to see them. If it 
is really a movement in the direction of centralization, we should like to have it ex- 
plained. 
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[FmA tiie ITew Bedftud Xttenry.] 

A cRAircs won dkmocbatio lbadsrs. 

If the Demoeratic leaden in Congress desire to make tbeir party popnlar they hs 
one of the best opportunities that ever fell to their lot. The party's best move ii< 
will be to take np the idea of a Government postal telegraph and to carry it strain 
through Confftess at the very first opportunity. The people tfre all ready for 
They would uwk upon any reasonable measure to aecommish this end with approv 
The party which succeeds in putting the idea into actual practice cannot fall to h< 
itself thereby. 



[From the Bti» Dispatch.] 

JUST WHAT IS WANTED, 
y 

A way out of the present telegraphic difficulty would seem to be the establishme 
of a postal telegrapn system in connection with the mail service over which impc 
tant mail matter could be transmitted and at a uniformly low tariff. By the duplex aj 
quadruplelc systems — making one wire do in the place of two or fouj^ according 
the kind of instrument used — a moderate number of lines would be sufficient to me 
all probable requirements. With the lever of competition, Government would 
able to prevent extortionate rates, compel efficieht service, and provide against ti 
business of the country being left at the mercy of a monopoly or its dissatisfied ope 
ators. At the same time it would not shut out private enterprise or private capita 



[From the Mobfle Begister.] 
SAFEGUARD AGAINST MONOPOUBS. 

There is less danger from the telegraph in the hands of the Government than : 
private hands. The Government would have no object in misusing it. If they shou! 
attempt to turn its power to private and partisan ends the remedy would oe wil 
the people. But when Gould and Vanderbilt use this great power to advance tl 
riches of themselves and friends or to destroy the power of a rival the people ha^ 
no remedy against such tyranny. In the midst of the cotton season a smgle tick < 
this private company, instigated by the money kings of New York, might sweep awa 
in an hour the hard-earned means of business men all over the South. 



[From the New Haven PaUadiimi.] 
A HIGHLY POPULAR MOVEMENT. 

The movement in support of a Government telegraph as a supplement to the posts 
system has already assumed proportions which practically assures its success, pre 
vided its friends relax none oftheir efforts in its behalf. Many of the leading newspa 
pers of the country have come out in open advocacy of the jproject, while others ar 
evidently only waiting until they can assure themselves positively of the popular de 
sire concerning the matter to go with the tide. One of the most noteworthy of re 
cent additions to the ranks of the newspaper advocates of postal telegraphy is Hai 
per's Weekly, which discusses the subject in a thoughtful way in its current issue. 



[From Hari>er'B Weekly.] 
ONLY A QUESTION (*? EXPEDIENCY. 

The Government conducts the post-oflSce, which is simply "business," and a tele 
graph supplement to the post-office is only a question of expediency. Sach inter 
ruptlons as those arising from the strike produce not only incalculable inconveni- 
ence, but loss, and it is only for the people to decide whether they shall be tolerated. 
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Tbey will be always possible and imminent nnder the existing conditions of vast 
connter-organizations of labor and capital. They will become more probable as in- 
telligent labor becomes more selfishly grasping. But the primary source of the situ- 
ation is monopoly. To destroy the monopoly is of course to relieve the situation. 
The sneer that it is not the business of a Government to go into business is only silly, 
because the Government has gone into business. In the post-office it has often de- 
liberately gone into a losing business, because the convenience and prosperity of the 
people are more important than the cost of the service to the Treasury. A general 
«trike of the telegraphs and railways would in a very short time cost the Government 
and country very much more than the construction of a telegraph. The operation of 
such a wors should of course be placed beyond the interference of trading politicians. 
But it is clear that the expediency of postal telegraphy has become a pressing and im- 
portant question. 



[New Haven Palladlam.l 
THS ONLT SECtJBITT FOB COliFBTITION. 

• 

National legislation forbidding the consolidation of parallel lines of telegraph and 
th^ watering of capital stock is suggested by those who oppose a Government telegraph. 
The ineffectiveness of legislation to prevent the consolidation of competing railroads 
has too often been illustrated to leave any eround for expecting lasting relief from this 
source. As in the past so in the future wul corporations and syndicates find a way 
to circumvent the law. The only hope is in a competition that can neither be bought 
off nor consolidated out of existence. The Government can alone insure such com- 
petition by constructing a postal teleffraph, or^ in other words, by supplementing its 
present postal system with facilities for electnc communication. 



[Lookport TJnion.j 
CONFIDENCE IN CONGRESSMEN. 



The relation of our legislators and Bepresentatives in Congress to corporate influ- 
ence will henceforth be closely scrutinized, and no lawmaker who indorses a poUoy 
that favors the extortion of dividends from the people upon the fiction of watered 
stocks can hope for their confidence and approval. 



\ 



[Waterbory American.] 
THE PLANT WILL BE CHEAP. 



It is comforting to bear in mind that competent witnesses agree that the Govern- 
ment oan duplicate the telegraph plant of the country for about $25,000^000: that a 
crest many influential public men are in favor of the Government going into the 
telegraph business, and that the number is increasing every day under the education 
which Western Union is unwittingly giving. 



[Detroit Free Press.] 
THE MONOPOLY WILL FIGHT. 



What the company would probably do if there were any real danger of a Govem- 
ment telegraph would be to combat the movement in Congress. And if we can Judge 
anything by the success which wealthy monopolies have had in the past in securing 
or defeating legislation desired or objected to the company would succeed. 
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[BocbMier HenCd.] 
KO ABOUMBNT AOAOrST IT. 

The Morning Herald ha^ always said that there conld be no legitimate and effeci 
ive argument against a postal telegraph that was not eqnally eSectlYe against th 
post-office system of the country. • * • xhe business of the American Goveri] 
ment is exceptionally well managed, notwithstiuiding the everlasting carping of pc 
litical soreh^ids and the hobby nders who perpetnaUy aflfect and express a fearof cei] 
tralization. The tide is moving strongly in favor of a postal telegraph system, am 
after it has once been tried all of the chronic grumblers will not on^ be satisfied, bn 
will wonder why it was not long before adopted. 



[OAkhmd iTMiacript] 
IT WILL BB BBNEI1CIAL. 

The recent interruption of public business in consequence of the tele^^rapher's strike 
has awakened renewed interest, but the azoic men are abroad suggestmg all kinds o 
difficulties and obstructive barriers to a successful development of the scheme in thi 
country ; but all these ugly mountains have been crossed in other lands where tht 
love of law, equity, and Justice is as strong as here. Within a few days past, whil 
the obstructionists were busy trying to persuade the people that England had a bi| 
elephant on hand, she has been reducing telegraph rates to a minimum. It is no ex 
periment. The scheme has been thoroughly tried and proved^ a success. If a posta 
telegraph is a big tbin^ in England, is found to save time and expense where rail 
roa<& can carry the mail from one border to another in a few hours, how much mor< 
beneficial in a country so vast as ours, where the best locomotive in the world coal< 
not pass from one extreme to the other in less time than a week. 



[San FranciBoo PoatJ 

DESTINED TO BE A BIYAL. 

• 

A dispatch from New York states that John W. Mackay has become a large stock 
holder in the Postal Telegraph Company and been elected president of the company, 
The Postal Telegraph Company is so named because it is its intention to do business 
after post-offiee methods — ^that is, it will issue stamps of certain denominations to b< 
affixed to dispatches. It is a strong concern and possesses a system which enables i1 
to transmit messages much more rapidly and cheaply than can be done by the meth< 
ods used by the other telegraph companies. It owns the patent for the compound 
wire, the Gray multiplex and the Le^go automatic. It can send as many as nine mes- 
sages at one time each way over a smgle wire. The compound wire possesses man; 
advantages over ordinary wire, and by the automatic facsimile messages can be trans- 
mitted. It is destined in time to be a great riv4l to the Western Union, and its stock 
is in such shape that it cannot be sold out to that or any other company. 



[Adrian (Mich.) Times.] 
EXPECTED BY THE COUNTRY. 

A trade assembly in Chicago a few nights ago passed this resolution : 

Jieaolvedf That we demand of the American Congress the establishment of a postal 
telegraph system on a self-supporting basis, that the business men may transact their 
business through a rapid system of communication at an expense founded on the act- 
ual cost of conducting the system, and not be subject to delay by strikes or be dis- 
criminated against by unscrupulous capitatists. 

The fact is, the postal- telegraph system is soon to come, and the political parties- 
will not long wait to commit themselves in favor of a measure so fast becoming popu- 
lar with the people. 
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[KeW OrleaDS Times-Demooimt.] 
THE PROJECT GROWING STRONGER. 

The agitation in favor of a postal telegraph is evidently gaining rather than losing 
strength. There seems to be a general leehug throughout the country that something 
must be done to provide a bona fide opposition to the Western Union company. 



[New Tork Star.^ 
LEGISLATURES ASK FOR IT. 

There is a great deal of significance in the action of the New Hampshire State leg- 
islaturOy which has jnst passed a Joint resolution advocating the establishment of a 
postal telegraph. Since the recent telegraph strike began the ablest and most influ- 
ential newspapers in the country have indorsed the position long ago taken by the Star 
on this subject. They indicate the unmistakable drift of public opinion. Other State 
legiBlatnies will in turn cast their weight into the scale with New Hampshire, and 
there is no reason to doubt that Congress will before long approve the project and vote 
the necessiuy funds to inaugurate it. 



[Davenport (Iowa) G«zette.l 

OPPOSITION PUERILB. _ 

f 

It has taken a long and weary time to even start the discussion of a postal telegraph 
system in this country, but now that it is started the fact that the troubles of the re- 
cent tele^paph companies are now over wUl not quiet it nor diminish the favor in 
which it IS held bv a large and respectable portion of the public. The discussion has 
been the means of closely drawing the line between that portion of the public press 
which is on the side of the people and that which is on the side of the monopolists. 
The arguments which have been adduced against a postal telegraph have with one 
or two exceptions been of an exceedingly puerUe nature, and unworthy of serious ref- 
utation. 



[Pittsburg Dispatch.] 
A MATTER OF NATIONAL POLIOT. 

The Government postal telegraph idea is clearly one that will not down. The mat- 
ter has been brought so distinctly to the people through the medium of the telegraph 
strike that the question of policy becomes one of the important topics of the time, 
and' its consideratiou in Congress, which seems almost certain to take place at thecom- 
ine aeasion, will be listened for eagerly by an interested people. It will not be sur- 
prising if the discussions of the coming Congress upon this point occupy many days 
of the session, and it is certain that the (Combination of capital monopolizing most of 
the telegraph facilities of the country will make a bitter hght. There are two strong 
sides to the question of establishing a Government line of telegraph wires. There is 
no doubt as to which is the popular side. The public will recognize the utter impos- 
sibility of conducting a service of such character as that of the United States mail 
by private capital, and who are aware of the firmness and solidity of the national 
banking system, are fully prepared to believe that the Government can successfully 
condaet a telegraph department and relieve the country firom such dangers to business 
as have lately prevailea and threatened. 



• [Bicfamond Dispatdh.] 

COMBfERCB DEMANDS IT. 

The chamber of commerce of Richmond vriU soon, we suppose, pass tippn the ques- 
tion recently submitted to it by the chamber of commerce of Kew York City — ^namely. 
whether the former chamber of commerce agrees with the latter in favoring a national 

8. Eep. 577, pt 2 8 
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telegraph system to be owned and under the control of the General Government. Sine 
we hold that the adoption of a national system of telegraphs, to he owned and con- 
trolled by the Government, is unavoidable, and therefore cannot be prevented by dis- 
cussion, it is not necessary from our point of view to discuss the subject exhaustively. 
We appreciate its dangers, foresee its benefits, and are prepared to accept the latter 
and to try to avert the former. 



[Galveston News.] 
THE RATE TO BE UNIFORM. 

John W. Mackay has been made trustee of a majority of the stock of the Postal Tel- 
egraph Company. He intends to have a uniform rate of one cent per word to all 
points reached, and to sell stamps for various amounts, which can be affixed to any 
message. 



[Brooklyn Union.] 



THE RESULT WOULD BE SATISFACTORY. 

ff 



The proposition that Congress should pass a law prohibiting, under heavy penalty, 
the leasing or consolidation by one telegraph company of any competing line is not 
likejly to brinff about such satisfactory results as would the establishment of a Gov- 
ernment telegraphic system, to be managed under the regulations of the civil service 
reform act. i 



\ 



[Baffido Express.] 
— THE RAPID company's INJUSTICE. 

The action of the Rapid Telegraph Company toward its operators and toward the 
public seems to have been worse even than that of the Western Union, and, Indeed, 
about as bad as could be. First it refused an increase and let its men strike, instead 
of taking advantage of the opportunity to cut into the big company's business and es- 
tablish itself, as an honest new line would have done. Next, when the pressure of 
business that could not be forwarded made things uncomfortable for Western Union, 
the Rapid gave in to the men and resumed business, taking the precaution, how- 
ever, to put up its theretofore low rates to the Western Union standard. The Rap- 
id's opening relieved the strain on Western Union and helped that monopoly to 
weather the strike. Now the Rapid announces that it will out wages down to the old 
standard before the strike ; but it does not say a word about reducing its tariff to the 
old rates. It looks as if the Rapid had been playing the part not of a rival, but of a 
tender to Western Union. 



[IndiaiiApolis Times.] 
IT WILL BE INDEPENDENT. 

A postal telegraph will not breed conspirators nor eorruptionists. The operators 
will be Just as intelligent, gust as loyal, under (government employ as under Jay 
Gk>uld, and far more happy, independent, and contented. 



[Virginia City Territorial Enterprise.] 
A NEW ORDER OP THINGS. 

The cable company which is to operate in connection with the Postal Telegraph 
Company may prove very troublesome to the old companies and the Western Union. 
The latter company has guaranteed to the existing cable lines five per cent, for ninety- 
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niDe years on (65,500,000 of stock. The new company has contracted $2,500,000 or 
the immediate laying of a cable, and another at the same price in eighteen months. 
BesideB this advantage firom lower capitalization the company controls patents issued 
on inventions made since the Western Union contracts with the cable companies were 
made, by which sixty words a minute, instead of twenty as at present, can be sent 
over the cables. The tariif proposed is twenty-five cents a word, whicn will be low 
enough to make it very uncomfortable indeed for the established order of things. 



[St. Jolm(N.B.) Son.] 
IT IS THOROUGHLY POPULAR. 

Another and probably more popular proposal is not that the Government should 
take sole control of the telegraph service of the country, but that it should erect and 
ran a competing service in connection with the postal system, and thus preserve all 
the advantages of competition and possibly avoid some evils which might be insepa- 
rable from an entire Grovemment control. It is armied that in this way a service 
could be given at small expense to all the principal places, and that this could be 
sradually extended until it should be coextensive with the postal service. The pub- 
lic would still have the choice of patronizing the Government or the company sys- 
tem, and, as there could be no collusion between the two, a healthy competition could 
be secured. The company would be obliged to cheapen rates and be prompt in busi- 
ness, and keep in employment capable and satisfied servants ; and if at any time a 
strike did occur on the company's line the people would not be without a competent 
and complete means of communication. There is no doubt at all but that this matter 
will be forced upon th^ attention of Congress, and little doubt but that action on one 
of the two above-mentioned lines will be undertaken, which will be determined by 
the progress of the discussion ; but the weight of opinion, as so far expressed, seems to 
be in favor of Gk>vemment compeUtion. The question does not press quite so strongly 
npon UB in Canada, but it is a growing and important one. It has already received 
some discnssion in the press and will very probably soon enter the arena of parlia- 
mentary deliberation. 



[Albany Times.] 
NOT THE OOVSRNMENT LINE. 



A good deal is said lately about the Postal Telegraph Company, which should not, 
by the way, be confounded with the Government telegraph scneme. The Postal is 
shnply a private enterprise, with fibir prospects of success, and these are because of 
certain improvements which it controls. These improvements are strong proofs that 
telegraphy is only in its. infancy, and that thetimeiscomiiu^, and near at hand, when 
all except the most triviiekl correspondence will be done by electricity. 



[B(yme SentineL] 
THE GRINDING WESTERN UNION. 

Dr. Green makes the following remarkable declaration: ''As I told General Eokert 
this afternoon, the several hun£eds of thousands of dollars which have been lost in 
the strike I regard to be the best financial investment made by the company. Here- 
after General Eckert tells me that he will get one-third more work out of a man for a 
day's services, and the economy of such a step will retrieve the loss in less than six 
months.'^ How much the strike has cost the Western Union there is no finding out ; 
but whatever the amount may be the bold assertion that it will be made up, say by 
January 1 next, by the simple process of getting 33^ per cent, more work out of 
the operators, will go very fax toward proving much which the strikers alleged in their 
notices to the public. One-third more work is what is written, and the Western Union 
U not that sort of concern to let go its ^ip on any such a percentage of increase. If 
]»e snppoM the loss to the company durmg the strike was $500,000 in round numbers ; 
if, as asaerted, it can be made up in six months, then in another six months there 
will be in the treasury (500,000 clear profit, and so on at the rate of (1,000,000 a year 
till such time as this sort of nnscrupulousness is brought to a halt by methods the 
future must bring forth. 
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FEAB8 OF A GOVKRNICXNT If 01fOPOI«T. 



It comes firom Atlanta that the leffislatore contemplatee inetnioting the CoDgre 
aional delegation to move for the eetablishment of a postal telegraph serviceby the Go^ 
emment. A monopoly ran by an indi vidnal or a syndicate is bad enough ; a Gh)yen 
ment monopoly most prove a great deal worse. 



fNew York H«r»ld, September 8, 1883.1 
« LBT THB GOTERNMXMT BUT US OUT.** 

The Son believes the proposition to establish a Government telegraph line as a 
adjunct to the Post-Office '^preposterons,'' *' hasty and ill-considered,^' and not to b 
entertained. 

To all that Mr. Ja^ Gonld in his interesting t«rstimony before the Senate Labor Con 
mittee yesterday said, ** Me, too.'' 

The San adds : ** The Government would, we suppose, have to buy the existing line 
These could not compete with the Government, and would have to sell or go unde 
The bitterest opponents of Blr. Gould would hardly wish that all the other 2,599 storli 
holders of the Western Union should lose the value of their stock that he might hi 
more effectually plundered. Mr. Edmunds will have to discuss that question." 

Oddly enoagh, to all that Mr. Jay Gonld also says, ** Me, too." *' It is contrary t 
our institutions," said Mr. Gould yesterday, when asked what he thought of a po'st^ 
telegraph to compete with private lines. But he added : '' I would be perfectly will 
ing to let the Government try it. Let the Government buy us out." 

There is here felicitous unity of sentiment between the Sun and Mr. Gould whici 
ought to make both happy. Nor can it be supposed to detract from their satisfactio 
to Know that the gentlemanly Evening Post, the amiable Mail and Express, the arl 
mirable Commercial Advertiser, and, in fact, pretty much all the newspapers whicl 
ranged themselves on the side of the corporation and against the worlonen in the receii 
telegraph strike, are now of opinion that if the Government wants to use the telegrap] 
as an adjunct to the mail service it must, as Mr. Gould puts it, ** buy us out." 

By the way, when Mr. Gould was asked yesterday what he had to sell, he becam 
suddenly va^ue. ** I would like you to give us a description and valuation of th 
Western Union as it stands to-day— the plant, the franchises, &c.," said one of th* 
committee. Mr. Gould, who had been up to that time the most practical of men, siid 
denly became a kind of heroic ignoramus. " I don't suppose I could give you as intel li 
gent an answer to that as a practical man could," he said, '^ I judge of these proper 
ties by a broader rule — by their net earning power." 

Now, the " net earning power" of a corporation which monopolizes one of the grea 
necessaries of life is what it can screw out of the public. What Mr. Gould, therefore 
told the committee was, in fact, that he values the Western Union according to wha 
it can make the public pay for telegraphing. It gives a poor and dilatory service a 
a high price. It does that because it is a monopoly. If Mr. Gonld had competitors hi 
corporation would be compelled to give a better and prompter service at alowerpriet* 
But the Western Union corporation has determined to tolerate no competitors. It i 
its boast, made in a notorious pamphlet published last year, that it is '' an army o 
occupation" with a '^completeness of grasp upon the power of instantaneous commii 
nication in this country " which cannot be interfered with by private effort. 

Under these circumstances public opinion demands that the Government shall com< 
to the public help by a competing line, whereupon all the organs of monopoly cry out 
" Oh I that will never do ; the Government mast buy out Western Union." And Mr 
Jay Gould, who has recently found the English unwilling to take " a large block " o 
Western Union stock, agrees very readily that the Government ought to ouy out tb« 
monopoly. 

If a private company sets up competition with Western Union Mr. Gould does noi 
offer to sell out ; on the contrary, he swallows — absorbs — ^the private competitor. Bui 
if the Government proposes to use the telegraph, not as a monopoly, but simply as ac 
adjunct to the railway mail service, Mr. (K>uld at once wants to sell out to the Gov 
ernment. 

Well, what has Western Union really got to sel^f That question neither Dr. Green 
nor Mr. Gould, nor any other member or the corporatioui has appeared willing to an 
swer. 

What has Western Union got to sell f 
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How mncli real estate does it own, and how is that enccunbered f 
How many miles ol poles and wires does it actually own f Does it ownone^half the 
wires it works ? Or a third f 

It has, Mr. Gould told the committee, '^ contracts with railroads by which the tele- 
graph company does the work of the railroads free.*' He did not explain, however, 
tnat in these cases the railroads own the poles and wires ; the contracts in many cases 
are near their expiration, and will not be renewed if the railroad companies can help 
it ; while in other cases these coutr^^cts are terminable at a year's notice. 
All that is not salable property. What has Western Union really got to sellT 
Whenever the telegraph question comes before Congress those who demand in the 
interest and service of Mr. Gould that ** the Government must buy us out " will have 
to answer this question, and those who ask it — Senator Edmunds, for instance, whom 
the Sun hauls over the coals — will probably remember the shrewd sayiug of the elder 
Yanderbilt, that *' he did not mind putting some money into telegraph stock ; but he 
did not regard that kind of property as a permanent investment ; he was not such a 
confouuded fool as to leave a lot of poles and wires to his heirs.'' 

" The net earning power *' of a monopoly may be very great, but it would be a very 
poor business to buy it at a high price, because all monopolies — even that of the West- 
ern Union — are in their nature precarious and uncertain. 



[Chicago Tribime, November 23, 1883.1 

A TELEGRAPH FOR THE PEOPLE. -~ 

An able article, moderate in tone, and* all the more convincing on that account, on 
the subject of postal telegraph is contributed to the current number of the North 
American Meview by Mr. Gardinet G. Hubbard, who has for years been an advocate of 
the addition of electricity to the resources of the Post-Offloe. The main idea of his 
paper is contaiued in this sentence : 

"As a tele^aph for business where dispatch is essential, and the price is of little 
accoont, the Western Union system is unrivaled, but as a telegraph for the people it 
js a signal failure." 

The best energies of the Western Union have been given to serving the great com- 
mercial, railroad, and speculative interests of the country, especially the last. To see 
its system working at its highest perfection one must stand in a Chicago stock broker's 
office with its special wire running direct to the New York Stock Exchange, and 
watch in hand, time the execution of an order to bay or sell. Such a message will be 
flashed over the wires into the vestibule of the exchange, will be executed by the 
broker there, and an answer returned in less than four minutes. Four minutes for 
doing business to the amount of very likely a hundred thousand dollars over a circuit 
of two thousand miles is not too much. Certainly no improvement is needed there. 

But when we step outside of the isothermal lines of speculation between the great 
exchanges of the country where cotton, wheat, oil, railroad stocks, and other ^* staples" 
are dealt in we tind a sudden drop in the efficiency of the telegraph. There is per- 
haps not one of otir readers who has not found that it took as long to ^et a message 
delivered a short distance in the city or in the suburbs by telegraph as it would have 
taken him to walk with it to its destination. Abroad the telegraph is used princi- 
pally by the people for social correspondence over short distances, but that is impos- 
sible here with our variable charges, high rates, and the discrimination in favor of 
business messages. Stock-exchange business, for instance, has the right of way over 
the wires in preference to any communication of a personal or social nature. The 
directors and managers of the Western Union are railroad owners and stock specu- 
lators, and they do all they can to foster the facilities of the ** lambs." 

The tolegi'xiph, Mr. Hubbard shows, is used more freely in England, Holland, Bel- 
gium, and Switzerland than with us, and more largely in proportion to letter corre- 
8|)oiidence in Friuice. On the continent of Europe more than two-thirds of the tele- 
grams are on social matters; in this country four-fifths of them are on business. 
Onrs is a business and railroad system, while those abroad are postal systems. This 
is lar|;rly liecanse of the discriminations made in favor of business, especially of spec- 
ulattvu business, by the Western Union, but also because of the high and irregular 
ntrm charged by our company. In England you can send twenty words for 25 cents: 
in Uolland, Belgium, and Switzerland the average rate is 10 cents a message ; in this 
country the average is 38 cents, and there is the greatest inequality and irregularity 
in rates, more being in a vast number of cases charged for short distances than for 
long ones. 

All analysis of the reports of the Western Union shows that, contrary to their own 
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claims, the average cost of sending messages has been rising. In 1878 the a vera;, 
was 41 cents ; in l^<^3 it was 46 cents, an increase of 10 per cent. This increase^ 
oansed directly by the cost of baying np competing companies, which has resulted i 
an increase of the operating expenses, and by the necessity of paying dividends o 
the millions of watered stock. For eleven years down to the declaration of the 8to(* 
dividends of 1H79 and 1881 the Western Union pursued the policy of making an auiiu; 
reduction of rates to the extent of 6 per cent, a year. The consolidations an 
issue of watered stock compelled this policy of reducing rates to be given up. Tti 
tax to the public on account of these consolidations Mr. Hubbard estimates at h. 
cents for each of the 41,000,000 messages sent last year by the company. 

The remedy for all this is not to help Mr. Gould to carry out his pet scheme < 
selling the Western Union to the United States for $100,000,000 ; it isnottosubstitut 
for the Western Union monopoly a Government monopoly with all the intoleral)] 
nuisances of tbe circumlocution office ; it is simply that the neglected and abuse 
field of correspondence by electricity be occupied by the Post-Office. As the fignrt 
show, the Western Union hardly touches this, which is the largest part of the wor 
of the telegraph abroad. Postal lines built by the Government and operated by th 
Post-Office with low and uniform rates would develop a business of their own tha 
the Western Union evidently does not desire, and could not with its other bnsiue.s 
handle if it had it. 



\ 
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BOBER^ GABBETT AND OTHEB OFFICEBS OF THE BALTIMOBE 

AND OHIO TELEGBAPH COMPAITT. 



Messrs. Eobert Garrett, D. H. Bates, president of the Baltimore and 
Ohio Telegraph Company, and John K. Oowen, attorney of that com- 
pany, appeared before the committee. 

]VLr. CowEN. Mr. Chairman and Gentlemen: Mr. D. H. Bates, the 
president of the Baltimore and Ohio Telegraph Company, will first 
speak to yon. He is here to explain what that company has already 
done, and what they propose to do in the fhture. 

Mr. Bates. Does the coftimittee prefer thai I should make a volun- 
tary statement, or will inquiries be put to me in the direction in which 
you desire information! 

The Chaibman. State in the first place, if you please, such facts as 
you have in mind that you wish to present to the committee, and the 
committee will ask any questions that may occur to the members dur- 
ing the progress of your remarks. The company you represent desired 
to be heard, and this day was assigned for the hearing. The course I 
suggest is the one we have generally pursued. 

Mr. Bates. The Baltimore and Ol^io Telegraph Company, which I 
now represent, has telegraph lines extending along the route of the 
Baltimore and Ohio Railroad from Washington to Baltimore, and from 
each of those cities to the point of connection near Point of Eocks, 
^Maryland, thence over the main stem of the Baltimore and Ohio to 
Wheeling and Parkersburg, over the Pittsburgh and Connellsville road 
to Pittsburgh, the Central Ohio road from Wheeling to Columbus, the 
Marietta and Cincinnati road from Parkersburg to Cincinnati with 
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Dumerous branches, the Lake Erie division from Newark to Sandusky, 
the Chicago division from Chicago Junction on the Lake Brie division 
to Chicago, with a branch from North Vernon to Louiwville, and with a 
line also from Baltimore over the highway to New York City. It has 
within a few weeks purchased a newly -built line over the West Shore, 
and the New York, Chicago and Saint Louis railroads from New York City 
by way of Buffalo to Chicago. Its lines are nearly all practically new, 
some of them having been rebuilt within the last few years a!id some of 
them within the past year, so that we are now thoroughly equipped 
with large trunk lines on all of those important routes, covering, as you 
will observe, the principal cities within that area. The company has 
now fifteen wires by two routes between New York City and Chicago, 
which are, as near as I can understand, one half as many as the num- 
ber of the Western Union Company between those points. On other 
routes it has nearly the same proportion. It is now engaged in build- 
ing a line of the same character between New York and Boston, taking 
in the principal cities on the route, which will be finished about June 
1st. 

The Chairman. Ov^er what i oute does that line run 1 

Mr. Bates. It will doubtless run over the highway from New York 
to Boston. ^ 

The Chairman. By highway you mean what! 

Mr. Bates. Public roads. 

The Chairman. Not along the line of the railways f 

Mr. Bates. Not along the line of the railroads. 

It is also engaged in building a line from Chicago to Saint Louis, 
which will take in Indianapolis branching from Indianapolis to Cincin- 
nati, also a line from Pittsburgh to Cleveland, and thence to Chicago 
Junction, so as to give us cross-connections for the purpose of better 
availing of our facilities in the event of interruption on any one route. 
It has just closed an arrangement for an existing telegraph line on the 
Texas and Saint Louis railway from Saint Louis by way of Cairo to Tex- 
arkana and beyond, and is arranging for the further extension of that 
line from that point to Houston, Galveston, and New Orleans. At present 
those are the points that are immediately contemplated within our pur- 
poses, and it is the intention of the company to provide, between those 
large trade-centers, the most ample facilities, for the public, the press, 
and such other uses as the wires may be put to. 

The Chairman. Let me ask you a questii^n right there, if you do not 
object to being interrupted. l>o you find it is necessary to pay anything 
for the right of waj' over any of these routes you are building upon f 

Mr. Bates. I could hardly answer that question as far as the Balti- 
more and Ohio Company is concerned, having only lately connected 
myself with it. I have been with other telegraph companies for the 
last twenty odd years and can speak as to my experience with them. 
The question of rights of way at first was trifling. In later years it has 
come to be a matter of very considerable moment. In the cities it is 
almost impossible to get any available rights of way at all, certainly not 
without the payment of very large sums of money for th6m. Kailroad 
routes are becoming filled up with lines, and in a^U cases railroad com- 
panies, of course, receive from telegraph companies, for the rights of 
way large concessions in the way of telegraphic facilities, free transmis- 
sion of their messages, and otherwise 5 and in very many cases where 
it is essential to use private lands it becomes then a question of arrange- 
ment with the owner, and large sums in those cases have very oftoa 
been paid. 
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The Ghaibman. Did yon accept and are yon acting nnder the provi- 
aions of the act of 1866 1 

Mr. Bates. We have already done so^ and have taken advantage of 
those provisions so far as we can. 

The Ghaibman. Do not those provisions give yon the right to con- 
stract a line over any post-route ? 

Mr. Bates. They do ; and under the decision of Justice Harlan in a 
case with which 1 had to do in 1879, the Western Union Telegraph 
Company against the American Union Telegraph Gompany and the 
Wabash Eailroad Gompany, that right was protected by the court and 
exercised by the telegraph company. The line upon that Toad to-day 
was built under that act and its provisions have been availed of in other 
cases since then by that company and by the Western Union Gompany. 

The Chairman. What difSculties do you find in the construction of 
telegraph lines outside of towns and cities f 

Ikfi". Bates. With the exception of municipalities, of course, there is 
not any material difficulty at any point excepting where the condition 
of the surroundings is such as to make it necessary to make a devia- 
tion. For instance, there may be shade-trees to be avoided, there may 
be other lines of telegraph to pass under or over, or there may be build- 
iogs to avoid. Of courSe all of those mechanical objections have to be 
met, and are growing more in importance with each succeeding year as 
the existing lines are increased and multiplied. 

The Ghaibman. If the roads leading into those towns or cities are 
post-roads, in what way can the company that attempts to carry a line 
into a town or city be obstructed? 

Mr. Bates. The difficulty up to this time, Mr. Ghairman, has been to 
enforce the right that that act gives. I believe the right exists. In a 
case with which I had to do in 1869 or 1870, in the city of Philadelphia, 
for the Western Union Gompany, when the present Attorney-General, 
Mr. Bi^wster, was the counsel of the company, he took that view in the 
controversy we had with the city of Philadelphia. The right was not 
exactly admitted, as I now remember. I think the city combatted it. 
But an arrangement was made whereby we practically completed the 
line nnder that right. I do not know, however, any case that has yet 
come ap in the courts where the provision in reference to rights of way 
in cities has been acted upon. * 

I should have added to my statement already given in reference to 
car extensions, that an arrangement has also been concluded with a 
company in close connection with the Baltimore & Ohio Gompany, for 
the immediate building of a line trom Ghicago to La Grosse, Saint Paul, 
Minneapolis, and other important points in the Northwest, so that with- 
in the present year our telegraph system will cover territory which now 
yields, as I understand, nearly or quite three-fourths of rtie entire tele- 
graphic business of the country; and we will have sufdcient wires and 
equipment of other kinds with which to handle all of the business that 
can be secured in that territory. 

We have not as yet undertaken any particular reduction in rates. 
The ariffs which I find in ojieration are, generally speaking, the same 
a« those of other companies, although in respect of liight messages they 
are lower. For instance, our night rate between all points reached by us 
IK one-half of the regular day rate, while on other lines, the Western 
L'uiou particularly, it is two-thirds, as near as may be. 

The Ghaibman. Three-fourths in some cases. From Denver to the 
Atlantic coast it is a dollar for day messages, and seventy-five cents for 
night messages. 
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Mr. Bates. You are right, Mr. Chairman. I think with reference! 
Texas it is $1.25 for day messages and 80 or 90 cents at night. I am i 
certain as to those figures, but I think they are approximately Ti*x 
Our purpose is first to fully equip our lines between the points I \u 
named with a sufficient number of wires to handle a very large anioi 
of business, so that we shall be able to take everything which wo n 
get at remunerative rates. I believe, from a long exi)erience in the t 
egraph business, that a moderate rate will be more remunerative to 
than what might be called the high rates which generally now exi 
We have in contemplation such arrangements as will reduce the ral 
between the principal cities, at least east of the Mississippi Biv er, 
not exceeding 25 cents for day messages, and one cent a word for ni<^ 
messages. Between local points within that territx)ry a proportionate 
higher rate may be necessary for the smaller volume of business. 

Senator Jackson. What is the number of wires on the Nickel Plti 
roadf 

Mr. Bates. There are four wires now on the Nickel Plate and Wc 
Shore roads on the line which we bought, and we have arrangemeu 
made, and some of the material already shipped, for the immediate en 
tion of twelve more wires. 

Senator Jackson. In point of. equipment hoV does it compare wi 
other lines f 

Mr. Bates. The Nickel Plate telegraph line is one of the best Un 
I have ever heard o£ I have not myself seen it, but I have had it e 
aminedj and the report is that it is a most substantial line, capable 
sustainmg a large number of wires. 

Senator Jackson. Are you proposing extensions now on the Atla 
tic coast, or down through the Middle States ? 

Mr. Bates. We have thought best not to make any extensions : 
that direction at present. The points I have already spoken of wi 
give us quite enough to do, at least for the remainder of this year, oi 
purpose being, as 1 have said before, to provide the most ample facij 
ties between the larger places, and then be prepared at a reasonabl 
low rate, as nearly uniform as possible, to handle the very larger 
amount of business that from time to time may come to us. 

The Chairman. What wire are you using now in your new construi 
tion 1 

Mr. Bates. We are using up to this time, in all cases, a galvanize 
iron wire, such as all other telegraph companies use, excepting, I thinl 
one which is a combination of copper and steel. 

The Chairman. Do you use a uniform size of wire ? 

Mr. Bates. We are using for the through circuits what is known a 
No. 6 gauge wire, 650 pounds to the mile, and for the way circuits N( 
8 gauge, ^0 founds to the mile. We contemplate using, to some ei 
tent at least, a copper wire which will give us equal conductivity wit 
perhaps twenty-fiTC per cent, only in the weight. 

The Chatbman. Can you inform the committee how many miles o 
poles you have in your lines now in use 1 

Mr. Bates. I cannot ; but I will be able to give you that informatioi 
before the afternoon has passed. 

Tlie Chairman. I would like to inquire first as to the number o 
miles of poles and then as to the number of miles of wire. 

Mr. Bates. We have in the neighborhood of 26,000 miles of wire now 
and we are providing for 15,000 miles more this year.* 

The Chairman. Are you prepared to make a statement as to wha 
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jt would cost to construct the whole of your lines at the present time, 
that is with the x)ole8 and the wires that you usel 

Mr. Bates. That question is a very difficult one to answer. I can 
tell you what it has cost to build a system nearly as large as ours will 
be ; but in undertaking to say what the average cost has been generally, 
of course very many elements enter into the question that will be ob- 
vious. The lines of the American Union Telegraph Company, covering, 
generally speaking, the same area that I have already indicated, and 
aggrregating about as many miles of wire as 1 have spoken of, cost 
80,000,000 in cash, or a little short of that. That, however, did not in- 
clude any important telegraphic patents^ some of which are, of course, 
essential for telegraph companies to use, and the cost of which is vari- 
able. It is our purpose now not only to have ample wire facilities, but 
the most enlarged scheme of equipment of the most approved pattern 
that is possible to be obtained. What the cost of that will be, of course, 
I cannot tell. 

Senator Wilson. How many miles of pole and wire were included in 
that cost of $5,000,000. 

Mr. Bates. That is a matter of record. My memory is not very good 
as to the mileage of poles. The wire mileage was between 30,000 and 
40,000. 

Senator Wilson. Can you supply the data to the committee t 

Mr. Bates. The actual mileage of the American Union when pur- 
chased by the Western Union Company in January, 1881, was 11,000 
miles of poles and 48,000 miles of wire. 

The Chairman. You stated, I believe, that you were building a line 
from Chicago to La Crosse f 

Mr. Bates. From Chicago to La Crosse, Saint Paul and Minneapolis. 
I f^tated that that line wa« to be built by a company just organized who 
are in close connection with us. The line from Kew York to Boston 
we are Immediately engaged in building, and I can give you any infor- 
mation about that. 

The Chairman. I suppose that would be one of the most expensive 
lines to build. I would like to know, in the first place, what the capacity 
of that line is to be as to the number of wires. 

Mr. Batks. We are arranging for the construction between l^ew 
York and Boston of ten wires now, with pole facilities so arranged that 
at least twelve more may be added. 

The Chairman. You have poles that will carry over twenty wires T 

Mr. Bates. Yes, sir. That line, all told, will cost us, including muni- 
cipal rights, submarine and underground cables, about $250,000 to 
8300,000, for the first six wires which we will erect. The remaining 
wires will cost per mile each about one hundred dollars in round num- 
bers. 

The Chairman. I do not exactly understand your answer. What 
will be the cost with six wires. 

Mr. Bates. Two hundred and fifty to three hundred thousand dol- 
lan<. 

The Chairman. How many miles. 

Mr. Ba'I BS. It is about 250 miles 5 I cannot tell exactly. The rail- 
road distance is a little shorter than that. The telegraph distance is 
greater becauHe we have to avoid the streams and other telegraph lines. 
Senator Wilson. In your statement relative to the cost of the Ameri- 
can Union do you include the cost of equipment and everything com- 
plete as the line stood within the aggregate cost of $5,000,000. Do you 
mean the conipleted lines, including all items of costf 
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Mr. Bates. Yes, sir. 

Senator Wilson. The instrainents and everything of the kind? 

Mr. Bates. Yes, sir. 

The Chaibman. In bailding your Western lines, are you able to st 
the cost of Gonstrnction f Take, for instance, the line that you have 
ferred to from Chicago to La Crosse. 

Mr. Bates. The line from Chicago to Saint Paul and Miuneapo 
by way of La Crosse will be built immediately with four wires, and \ 
be so arranged as to the size of poles and their manner of setting a^^^ 
accommodate eight more at least. 

The Chairman. Twelve in all. 

Mr. Bates. Twelve in all. That line will cost, with four wires, I si 
pose, fifty per cent, less per mile of distance than the Boston line. 

The Chairman. That would make it about five hundred dollar 
mile. 

Mr. Bates. Yes, sir. 

The Chairman. Now, in regard to your contracts. In making a c< 
tract for poles, you specify some particular kind of wood and some p 
ticular size, do you not? 

Mr. Bates. Yes, sir. 

The Chairman. Have you the details in your mind! 

Mr. Bates. Taking the Boston line as an example, chestnut is t 
timber we use there. The length of pole is thirty feet, and the diamei 
at the small end, barked, seven inches. 

The Chairman. Thirty feet above ground ! 

Mr. Bates. No, sir ; thirty feet in length before setting-; seven 
ches in diameter at the small end, barked, and straight and free 
knots. 

The Chairman. That is for a line which is intended to carry twen1 
three wires t 

Mr. Bates. Yes, sir. They are set from five to six feet in the grour 
and are put thirty- five or forty to the mile in the country; in cities fifi 
Larger poles are necessary at road crossings and through cities ai 
towns where we have to cross other telegraph lines or avoid building 

The Chairman. What kind of poles do you specify for your Weste 
lines I 

Mr. Bates. Cedar or chestnut. They will be twenty-five feet loi 
and six inches at the top for the principal part of the line, the larg 
poles, of course, for cities and difficult places. 

The Chairman. And you will use No. 6 wire in all these cases f 

Mr. Bates. For through circuits ; No. 8 for way circuits. 

Mr.CowEN. As this hearing has assumed a conversational form, alio 
me to speak in regard to two questions addressed to Mr. Bates, one 
question of fact and the other a question of law. I would like to mal 
a simple statement. 1 refer first to the question as to the occupancy < 
post-roads under the act of 1866. I do not understand that any telegrari 
company that has accepted the act of Congress of 1866 can occupy 
railroad route without the consent of the owning company. It was 5 
decided by the Supreme Court of the United States in the PensacoJ 
Telegraph case, to which Mr. Bates referred. Mr. Bates spoke of a cas 
against the Wabash Bailroad Company. It was a case in which th 
Wabash Eailroad Company permitted the American Union to occupy th 
post-road when the Western Union was endeavoring to prevent then 
on the ground of its having an exclusive contract with the railway cow 
pany for telegraphic privileges upon its right of way. The court hel 
(and I believe all others have so held elsewhere; we have had severs 
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cases of our own) that the act of Congress made the post-roads free to 
telegraph companies for occupancy wrfth the assent of the owners ; and 
the railway company having assented to the occupancy by the Ameri- 
can Union Company, that the exclusive contract was null and void. 

The other question is tha question of fact in regard to the cost of rights 
of way along railroads. I think 1 may state a single instance to illus- 
trate what it may be. It may be variable and it may be very great. I 
venture to say that the American Union, for its simple right to locate 
its poles and wires on the Pennsylvania Railroad, pays an annual sum 
which if capitalized would eqaal the entire cost of its line on that road. 
That is what it costs to get railroad privileges. 

Again, with regard to the question put by the chairman in regard to 
the occupancy of streets and public highways on the ground that under 
the act of Congress they are post-roads, and that thus free right of way 
is secured for telegraph companies. I do not know any case where that 
has been asserted, although I know it has been claimed by the telegraph 
companies when they wanted to get the privileges. I suggest first that 
the act of Congress does not make all public highways post-roads. That 
is my general recollection. I think there is an act pending to that 
e£fect. 

The Chairman. That is true. I was only speaking of those routes 
which have been declared highways. All railroads have been so de- 
clared. 

Mr. CowEN. The second point about that, I should suppose, would 
be that it would certainly appear to be a pretty great stretch of power 
to authorize the location of telegraph lines in the highways of a city, 
free from city, State, or local control. 

Senator Wilson. You spoke of the cost of railway privileges. What 
do you include in the term f 

Mr. CowEN. Simply the right to locate the poles and wires on the 
line of road. They get certain rates, generally about half rates, for the 
transportation of material ; but I refer simply to the right to locate the 
lines on the road. One of the advantages, as I suppose has already 
been stated ta the committee, is that the policing of a telegraph line 
located on r'^ilroads is easy and perfect, while on a highway it is much 
more difficult. You can send your man on a train and he can see the 
wires as be passes along, as Mr. Bates or any of these practical telegraph 
men will teU you ; and therefore they are willing to pay a high rate to 
get their lines on railroads. 

Senator Wilson. Are there any instances of the construction of lines 
along the routeof railroads but beyond the right of way belonging to the 
railroad T 

Mr. CowBN. I know of one instance. 

Senator Wilson. Had difficulties occurred in obtaining the right of 
way in that instance ? 

Mr. CowEN. A great deal of difficulty. We have had considerable 
difficulty. We have had to pay men from $5 to $100 for the right of 
way. 

The Chaibhan. That is, for the privilege of placing poles upon pri- 
vate property. 

Mr. CowBN. Yes, sir. 

The Chaibbian. Is there any instance in which a telegraph company, 
desiring to enter a town with their wires, have been prevented from do- 
ing so unless they pay for the right of way t 

Mr, CowEN. I cannot say in regard to that. The general method is, 
io cities, to give the privilege for a telegraph company of putting up its 
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wires on the street an condition that the company will accord to the 
city certain privileges. For instince, the fire alarms and other telegraph 
wires for city use are to be provided for, and there has also been, as in 
Philadelphia, a certain license fee required, of so much a pole ; but that 
is not usual. I know of no other charge for the right of way in cities, 
as far as corporations are concerned, except subjecting the poles to the 
burden of maintaining certain city telegraph wires. 

Senator Wilson. Why was the line you spoke of constructed beyond 
the railroad right of way rather than upon it f 

Mr. OowEN. The particular instance that I have in mind is the Ohio 
and Mississippi line which we constructed. The Western Union had an 
exclusive contract with the Ohio and Mississippi Eaibroad Company. At 
tha t time, the receiver of the Ohio and Mississippi road was an officer of the 
Baltimore and Ohio road, and we did not think, as the Baltimore and 
Ohio telegraph was going to be run there, and as he was the receiver of the 
company, that it would be exactly the thing for us to ask the court to 
order a contract with the Baltimore and Ohio Telegraph Company, when 
its own officer happened to be the receiver, and when we were coming 
in conflict with the Western Union ; although we had no doubt as to the 
power of the receiver to make such a contract under the order of the 
court. Hence the line was built outside of the right of way, and it was 
pretty expensive, too. 

Senator Wilson. Would you have preferred to have constructed it 
on the railroad right of way had not that incident appeared in the case 1 

Mr. CowEN. We would have much preferred to have constructed it 
on the railroad right of way and paid cbnsiderable for the privilege of 
doing so. 

Senator Wilson. Why would you have preferred to have paid an 
increased sum for that privilege ? 

Mr. CowEN. Simply because, as I have said, the policing of it would 
be considerably easier. 

Senator Wilson. Suppose the line were constructed immediately 
along the boundary of the right of way; why would your police advan- 
tages be better in that instance than in the other f 

Mr. CowBN. They would not be better if you could get precisely along 
the right of way and just outside of it; but in so many cases you are 
compelled by the forest and intervening obstacles to leave the roadway 
for some little distance; that that is where the difference comes in. 

Take, as an illustration, the Chicago division of the Baltimore and Ohio 
road when it was first built, through even as thickly populated a State 
as Ohio. There would be stretches of ten, twelve and fifteen miles 
where it would not be possible to construct a telegraph line immediately 
adjoining the roadway of the company on account of the forests. Hence 
it was necessary to make long detours before coming back to the rail- 
road. That we had to do on the Ohio and Mississippi road^ even in a 
* pretty thickly populated country, as you all know. 

The Chaibman. Ton have stated that in your opinion a company 
organized to build telegraph lines and accepting the provisions of the 
act of 1866 cannot construct their lines along the line of any railroad 
company without the consent of the company ? 

Mr. CowEN. I so understand it, and that is the law I have no doubt. 
It would be an appropriation at once of the private property of a rail- 
road company already appropriated to a public use to another public use 
if this were not so. I have no doubt of the power of a State or of Con- 
gress to authorize such appropriation upon compensation being made. 
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Senator Wilson. But that could only be done by purchase or con- 
demnation f 

Mr. CoWBN. Yes, sir. For example, the only reason for constructing 
a line to Boston on the highway is the fact that the State legislation is 
not sufficiently perfect in certain of the states through which the line 
passes to authorize such condemnation. Ton are aware that several of 
the States do authorize telegraph companies to condemn rights of way 
along railroads and elsewhere. Other States do not give any power of 
condemnation such as there is in some of the States through which the 
Boston line passes. 

The Chaisman, It is plain that if companies should assume the right 
to construct lines along a railroad they would have to avoid any inter- 
ference with other lines or in any way obstructing the business of the 
railroad. 

Mr. CowEN. Yes. 

The Ohaibman. But I do not understand that they must get the con- 
sent of the railroad company before they can construct their lines. 

Mr. CowEN. I beg your pardon, but an examination of the Pensacola 
telegraph case will, I think, convince the committee on that point. I 
am free to say that I hope your construction of the law is correct, be- 
cause I would like to put it in force in the next week. 

Mr. Gajbbett. It might be well to state further in the case cited 
that the Baltimore and Ohio Gompany were put to an enormous ex- 
pense in having its poles distributed by the country roads. The diffi- 
culty of delivering poles at proper points, added to the other disad- 
vantages, was such that the Baltimore and Ohio Company would have 
much preferred to have paid a large sum for the right of way along the 
railroad. 

Mr. Bates. If you have finished with Mr, Cowen I would like to 
make an additional statement. With reference to the payment or agree- 
ment to make payment on the part of the American Union Telegraph 
* Gompany, for its line, covered in the gross amount of $5,000,000, that I 
have spoken of, there was a very large sum to be paid every year in 
cash to the Pennsylvania Bailroad Company, the Pennsylvania Com- 
pany, and to the Pittsburgh, Cincinnati and Saint Louis Bailroad Com- 
pany. There was in addition a large outlay every year to be made to 
formsh telegraphic facilities to the Wabash Bailroad Company, and to 
other companies ux>ou whose rights of way the American Union lines 
were built. The entire sum thus to be paid by the American Union in 
cash and in telegraphic service was, as I now estimate, in the neighbor- 
hood of $150,000 or $200,000 a year. 

Now, on the point spoken of, as to the rights of a telegraph company 
having accepted the provisions of the act of Congress of 1866, to which 
reference has been made. I have had to do with the Atlantic and Paci- 
fic Telegraph Company, the American Union Telegraph Company, and 
more recently with the Baltimore and Ohio Telegraph Company, in un- 
dertaking to secure rights of way for our lines and the lines of the other 
companies I have named under that act. In no case, so far as I now 
remember, have I ever succeeded inobtainingrights of way under the act 
^ of Congress upnon railroads except with the consent of the railroad com- 
I pany— confirming Mr. Cowen's recollection. Were there a provision in 

! tlie act of Congress referred to for condemnation and for occupancy in 

advance of payment it would enable telegraph companies generally to 
extend their lines at much less cost, and, of course, with infinitely less 
difflcalty. 

On the point of building lines along railroad routes but on the private 
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property acUoining the strip of railroad land^ most of the difficnlty 
to tjiis time in that direction has come from the opposition of telegra 
companies already having (•x)ntracts with the railroad companies of 
exclusive character, and which provide, as Mr. Cowen has said, tL 
no distribation of poles and material shall be made by the railroad co 
panics. Those are the two difficulties. 

Senator Wilson. Let me understand more definitely that statemei 
You mean that we shall understand that there are arrangements or cc 
tracts between telegraph companies and railroad companies to the etit'c 
that the railroad companies/along whose roads the telegraph lines a 
constructed shall not transport or distribute material for other telegra] 
companies! 

Mr. Bates. There is such a clause in the majority of the Weste 
Union contracts, if not in all of them. 

Mr. HUBBABD. I understand that the reason the American Uui< 
Oompany paid so much money to the Pennsylvania and other railroad 
was in consequence of the competition that at that time existed bet we< 
the Western Union and the American Union. They were each coi 
peting with the other for that right of way, and finally the Americii 
Union bid higher than the Western Union, and so obtained it. 

Mr. Bates. Generally speaking, that is so; althoagh the Westei 
Union Company was privileged to accept of the same conditions if 
had chosen to do so. 

Mr. HuBBABD. That I understand; but they declined, thinking 
was too much. 

Mr. Bates. In other words, the contract was not exclusive. 

Mr. Hubbard. It was not exclusive, but it was offered to the Wes 
ern Union, and they said it was too high a price, and declined to accei 
it, and thereupon Mr. Gould accepted it for the American Union. 

Mr. Cowen. It might be well to state in regard to the exclusive teh 
graph and railroad contracts that the contracts in regard to the dii 
tribution of poles do not as a rule provide that there shall be no distr 
bution for any other telegraph company, but that they shall only hai 
poles between stations at regalar local rates for like material, and thai 
of course, amounts practically to a prevention of the distribution, becau8< 
as you all know, they are distributed from the cars along the line of th 
road. 

Senator Wilson. They agree to do that only for the telegraph lin 
with which they make the exclusive contract! 

Mr. Cowen. Yes, sir. 

Senator Wilson. They enter into an agreement with one telegrapl 
company to do that service exclusively! 

Mr. Cowen. Yes, air. 

Senator Wilson. Do you think they can refuse to do it for another 

Mr. Cowen. I have not the slightest idea that they can. 

Mr. Bates. As a matter of fact, -they have done so very often. 

Mr, Cowen. They do do it. They cause immense trouble in tha 
way. 

Senator Wilson. I can very well see how trouble and delay and in 
convenience might arise out of it ; but as to the question of legal power 
I am not certain. 

Mr. Cowen. I do not think they have the power. I think by reading 
the decision in full you will find that it construes the act of Congrese 
only to authorize the occupancy with the consent of the owner of the 
post-road. 

Senator Jackson. Except as to Government land. 



STATEMENTS OF BALTIMORE AND OHIO OFFICULS. 129 

Mr* OowEN. The only land that they can go over without the consent 
of the owner is public property. 

Senator Wilson. The Government being the owner of that, it would 
be held that the act of Congress gave the consent. 

Mr. GowEN. It does give consent in express terms. 

Mr. Bates. Perhaps I can give you a little information with refer- 
ence to the Pensacola case that will throw some light upon the in- 
quiry. My recollection of that case is that the State of Florida had 
granted an exclusive charter for public telegraph business to the Pen- 
sacola Telegraph Oompany, within certain i^urts of the State/ and the 
Western Union Company having made an*angements with a railroad 
company having the right of way through that State and through the 
comities which this exclusive grant covered, undertook to enforce the 
act of Congress as against the will of the State of Florida. The suit was 
decided in favor of the United States act, but you will bear in mind it 
still required the consent of the railroad company to have its particular 
light of way occupied. The same was true also in reference to the oc- 
cupation by the American Union Company, of the right of way of the 
Wabash Eailroad, and of the Pittsburgh, Fort Wayne and Chicago 
Railroad, and of a number of other roads. The railroad companies hav- 
ing already granted to the telegraph company under the condition of 
large payments, as I have already indicated, the right to build their 
line, then it became a question for the American Union Company to 
avail of the provisions of the act of Congress, even with that consent, as 
against the exclusive conditions claimed by the Western Union Com- 
pany, and those exclusive conditions were broken down by Jastice Har- 
lan's decision, as also in the Pensacola case, which in that case, however^ 
was in favor of the Western Union Company, the plaintiff. 

Mr. Gai^rett. Mr. Chairman, referring to the statement of Mr. Bates, 
I would like to call the attention of the committee particularly to these 
fiicts : That the Baltimore and Ohio Company has already expended a 
very large sum of money in the acquisition of certain lines, chiefly 
within the past two weeks, in addition to other large isums previously 
expended: that, the time being somewhat favorable, it has seen fit to 
contract lor large quantities of material, notably wire, which perhaps 
can be bought to-day at cheaper rates than I have ever known it to be 
qnoted at before; that it has also entered into certain contract obliga- 
tions in reference to the building of additional lines to perfect its system, 
and that therefore the action of the Government becomes a very grave 
qnestion with the Baltimore and Ohio Company. I take it, the chief 
difflcnlty that the committee and the Government will have in consider- 
ing this subject is in reference to what has followed in previous cases, 
namely, consolidation. So far as the Baltimore and Ohio road is con- 
cemedj we might point to the general policy of that company ; to the 
fbct that in 1873 we establish^ the express business, throwing the 
Adams Express Company from our road, upon the theory that if there 
was money in the business the railroad company had better make it for 
its shareholders than permit a foreign corporation to absorb it. In the 
year 1884 you find that express still in operation, notwithstanding the 
predictions which were made as to a fusion with the other express com- 
panies, and that it is being operated satisfactorily, I believe, to the pub- 
lic ; certainly to the railroad company. In addition to that we threw 
the PaUman Company ofl^ur line some years ago, and initiated our own 
sleeping-car service. ThsBaltimore and Ohio Company is still opeiating 
an independent sleeping-car system, and whatever profits attadi to the 
operation of that system go to the shareholders of the-.company. It 
8. Rep. 577, pt 2 ^9 
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also decided to throw the Western Union Company from its lines and lias 
determined to maintain an independent telegraph system. T\w pc>lnt, 
it seems to me is, how can we satisfy this committee that Ihe Baltinjore 
and Ohio Companj' is in earnest in the course which it has mapped onti 
Certainly it will be admitted that the comi)any has expended a ver\ lar<',e 
sum of money and that it must have some purpose in nuikinj>: that larjio. 
expenditure. It has taken a certain risk — because the Baltimore and 
Ohio Company does not wish to see the Government become its competi- 
tor in the telegraph business. Hence our suggestion as to this confer- 
ence. We are very anxious to learn the views of the committee and very 
anxious to be able to judge in some respect at least as to what is likely 
to be the course of Congress. Without making any committal, we would 
like to have the views of the committee as to an arrangement of this sort: 
The Baltimore and Ohio Company has entered into contracts and is go- 
ing on with the construction of its telegraph lines in various directions. 
Suppose we go on with the understanding, if it could be arrived at, 
that in case the Government should decide to operate a telegraph sys- 
tem — and it would have the effect of saving time — ^that the Baltimore 
and Ohio Company should agree to turn over its lines at cost, being 
properly remunerated for rights of way such as those you have heard 
referred to this morning. Suppose the Baltimore and Ohio Company 
sihould say that it is perfectly willing to go on with these lines without 
delay so as to give the public the benefit of competition, and submit the 
question of fair remuneration for its lines to a commission which should 
be appointed by Congress. I will say further that the Baltimore and 
Ohio Company is prepared to enter into contract with the Post-Ofdce 
Department for the transaction of its business. It has occurred to us 
that by embracing the post-offices in diiferent sections of the country, 
some plan might be devised which would enable us to transact the busi- 
ness of the public satisfactorily and at the same time enable us to real- 
ize a fair profit. We believe that with a system which has beeu charged 
up to expense account (for that is the method of the Baltimore and 
Ohio Company), standing at a cost of $20,000, with the expenditure of 
$3,000,000 we will reach the territory from which the Western Union 
Company derives 75 per cent, of its total revenue. Therefore we think 
(and I would suggest it to the committee), that if it should decide that 
the telegraph business can continue to be transacted by outside com- 
panies, the Government might open it up to competition and let us be 
bidders as against the Western Union or any other company. 

Seuator Jackson. Have you examined the provisions of the bill in- 
troduced by Senator Dawes looking to the Post-Office Department con- 
tracting with telegraph companies for the transmission of news under 
the postal system? 

Mr. Gaerett. I have not; but I think Mr. Cowen has. 

Mr. CowBN. I have not. 

Mr. Gakeett. The question of Government interference with tele- 
graph business is a very grave and a very serious one for us, and what 
we wish to do is to endeavor to meet the views of the public and of this 
committee. 

Senator Wilson. Suppose the committee could not come to a con- 
clusion such as you suggest. Still your position would involve the 
question of good faith toward the public which you have made. What 
assurance could we have that, having been unable to reach a conclusion, 
at some time in the future, perhaps not very far distant, there might 
not be a pooling or combination arrangement made between you and 
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the Westein Union ? I only speak of that as a condition of the case 
which is a possibility. 

Mr. Garhett. Under th«.* arrangement suggested, the Government 
woukl reserve the j)ower to take these lines at a rate to be fixed by a 
commission, which wonhl practically leave the matter under the con- 
trol of the Government. 

Senator Wilson. Yes; but I am speaking now from the standpoint 
of inability to arrive at that conclusion, and, owh»g to Such inability, 
leaving the Baltimore and Ohio Company and the Western Union and 
all others just as they now are. What assurance can you give that the 
thing which has been done heretofore will not happen again, namely, 
consolidation? 

Mr. Gareett. That may be a difficult question and it is one that we 
would like to hear the views of the committee upon. As I said before, 
i can only point to the general policy of the Baltimore and Ohio Rail- 
road Company, and to the predictions that were made by the express 
people and the sleeping-car people at the time we undertook our inde- 
pendent systems of express and sleeping-cars. How can we satisfy the 
coTiiuiittee as to the fact that the service will be peribrmed at such rates 
as will be satisfactory to the public? We might say that we are willing 
to accept certain rates which have already been fixed by the Postmaster- 
General, and possibly that might meet the views of the committee. 

The Chairman. I have a very great respect for the Baltimore and 
•Jhio Railroad Company. It is a sound, conservative institution, man- 
aged OQ business principles. I think it is one of the soundest and best 
corporations we have in the country. But the men who manage that 
corporation have the same object in view that all other corporations 
have, in making all the money that it is possible to make. They are not 
looking to the public interests. They serve the public interests just so 
far a8 they can be made instrumentalities in benefiting their own in- 
terests. They will reduce rates if they find it more profitable to carry 
for a lower rate than a higher rate ; but everything turns upon the in- 
terests of the stockholders and not upon the interests of the public. 
Whenever it can be shown^that the corporation can make more money 
by oonsolidating its lines with the Western Union they will consolidate. 
It is in the interests of the stockholders, and I take it that no matter 
what the Baltimore and Ohio Company may do now, in the end it will 
result in the same thing— consolidation, for the reason that by combina- 
tion greater profits will result than can come from competition. 

Mr. O ABBETT. We take a very different view of the case, and I take is- 
sae with you on that point. We have a theory that by building these 
lines for cash and serving the public at rates which may be fixed by a 
oommission, or in such form as may be decided to be wisest and best, 
later on, we can make greater revenues for our shareholders than we can 
in any other way. We think the day for consolidation is over with tele- 
graph lines. I might say flirther that the Baltimore and Ohio Company 
is compelled to maintain a telegraph line for the transaction of its rail- 
road business. The only incentive for our going into the telegraph 
business is that we have a large plant; we have expended a large sura 
of money in establishing lines necessary to transact railroad business, 
and we have supplemented those lines by building a<lditional lines to 
the leading points from which the business of the Western Union Com- 
pany is derived, and we can make our lines still more profitable. We 
hapi>en to be in such a position at this time that we are willing to ex- 
Ijend money in that way. 

When Goald came to us and asked for the use of our lines in organ- 
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king a competitor to the Wor^tern Union, he represented that the 8to< 
of tiiat company was largely watered. I believe at that time it hi 
made some fifty>liye consolidations, or thereabouts. I am not sore th 
I am correct in my figures. The Atlantic and Pacific was a great hv 
cess, but after it was put in operation and consohdated Mr. Gould sa 
that he was mistaken as to the value of the line and wished to mal 
another arrangement, threateniug that if we did not make it bo wou 
parallel our Hues. As we were not prepared to enter largely upon tl 
telegraph business at that time, we said, ^^ Yes ; give us an exclusi^ 
contract to send all your business over our lines, and we will give yi 
facilities and wiH make whatever revenue there is in the business.'' JM 
Gould came to the conclusion that the Atlantic and Pacific lines we 
inferior in quality ; that they had been constructed largely on turnpike 
and that it was not a desirable property, and he sold it to the Westei 
Union Company. Then he came to us again and said ^< We have made 
mistc^e. We will start the American Union Telegraph Company as 
competitor to the Western Union Company," which, if weak, when tl 
Atlantic and Pacific Company was started, was made much more value 
able by the consolidation on Mr. Gould's theory, the Atlantic and Pacif 
having cost about a million, and having been purchased by the Westei 
Union for $9,000,000. We did enter into a similar compact, but pr 
vided in that connection that should there be an amalgamation of tl 
American Union we could withdraw from the agreement. The Bait 
more and Ohio Company was obviously opposed to the amalgamation < 
the American Union with the Western Union, for the reason that it wi 
dependent upon the business which the American Union, as a competit< 
of the Western Union, brought it, and which had been gradually increa 
ing up to the period of amalgamation ; but the moment the competitio 
ceased, the Western Union began to close the ofBces of the America 
Union, and hence the business which the Baltimore and Ohio had bee 
securing and which was just beginning to be profitable was cut off. 

The very moment it became possible for the Baltimore and Ohio t 
spend money to build telegraph lines, that moment it commenced t 
compete. We have surrounded ourselves ^itli the best telegraph ta 
ent in the country. We have not only drawn largely from the Wester 
Union but we have secured talent from other sources, and are still s< 
curing it. Now, we are willing to make any reasonable agreement wit 
the Government that can be suggested, and we would like to have th 
views of the committee as to how best we can satisfy the desires of th 
public and the desires of Congress. 

The Chairman. On the supposition that you can make no arrange 
ment with the Government, there will be a time, after your lines ar 
built and extended generally through the country, when you widl be 
come a formidable competitor to the Western Union. Then it will b 
for the interests of the Western Union to offer you two, three, four, o 
five times what your lines are worth, as they have repeatedly done b€ 
fore with other properties, rather than allow you to compete with then 
for the business. When that point is reached what will prevent yot 
from accepting the proposition f 

Mr. Gabbett. We have no objection to giving a guarantee on tha 
subject, if you can point out to us any feasible manner in which sue! 
a guarantee can be given. 

Senator Wilson. What would be your inclination towards this aspec 
of the case? Suppose that during the progress of this investigation 
with the aid of data which has been prepared and published by the tele 
graph companies and the assistance of such experts as we might cal 
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to oar aid, the committee should be able to determine what would be a 
fair average rate, considering the Interests of company and public, for 
telegraph dispatches, and should incline to favor such a regulation as 
that of the telegraph business of the country. 

Mr. Oabbett. Our inclination would be to accept any reasonable 
rates which may be fixed by any proper commission. 

Senator Jackson. In the post-office service t 

Mr. GrABBBTT. Yes. 

Senator Wilson. I mean my question to include the general business 
of telegraphing and all character of oommunication thereby. 

Mr. Oabbett. We think that the amount of cash we will be called 
upon to spend to reach certain points will enable us to establish rates 
which, while yielding us a fair return on our investment, will be very 
satisfactory to the public. We intend to aim at making rates thor- 
oughly satisfactory. 

Senator Wilson. Has your company any exclusive contracts with 
any other companies, of whatsoever character they may be t 

Mr. Gabbett. We have. 

Senator Jackson. If it is a fair question and one you would like to 
answer, I will ask how you expect to make rates so much lower than 
an old established company who have made their business as successful 
as the Western Union have f 

Mr. Oabbett. I will reply by stating that we expect with an ex- 
penditure of $3,000,000 of cash, with co-operative contracts which we 
have already entered into and which we may enter into, plus the lines of 
the Baltimore and Ohio Railroad Company with a capital of $20^000,000 
to be able to compete with approximately $100,000,000 of nominal ex- 
penditure at rates which will pay us. At least that was Mr. Gould's view 
as to the American Union, and I have very great conMence and respect 
for his judgment of telegraph companies — that the American Union 
eouid afford to make rates which would be very profitable to them and 
yet unprofitable to the Western Union. If the logic was good then it is 
good now. With an expenditure of $5,000,000 Mr. Gould succeeded in 
adding $40,000,000 to the capital of the Western Union. He did it with 
great skill, but the Western Union must earn on $40,000,000 instead 
of on the $5,000,000 expended; whereas we have only to earn on the cash 
expended, and we can put it at 4^ per cent., which means less than 
$150,000 a year on the $3,000,000 of actual cash expended. We think 
under those circumstances we are in a position to give the i)eople of this 
country satisfactory telegraph service and to accept such rates as might 
be fixed by a |. roper tribunal to be established by Congress and at the 
same time to obtain very satisfactory results for the shareholders of the 
Baltimore and Ohio Bailroad Company. 

Senator Jackson. How in reference to patents f Has not the West- 
em Union secured certain patents which you will be obliged to nset 

Mr. Gabbett. We have already secured such patents as we are ad 
vised we need at present and we are' in treaty for others. We do not 
expect to be hampered by any exclusive control of the Western Union 
an to the matter of patents. That is clearly so, is it not, Mr. Bates T 

Mr. Batbs. That is clearly so. 

Mr. HuBBABB. The simple question is the number of messages you 
ean obtain. The Western Union transmits 40,000,000. If they trans- 
mitted 10,000,000 messages it would cost them two or three times as 
much per message as it does now to transmit those messages. 

Mr. Co WEN. It strikes me it would depend upon between what points 
the messages are transmitted. 
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Mr. Oabbett. I think the case may be sammed up in a nnt-shell i 
this wise : The Western Union has something over $7,000^000 of d€ 
money to pay on this watered stock, besides its cable guarantees. Mi 
Oould built two cables recently. They cost, perhaps, $6,000,000; at leas 
I was so advised on the other side, where I had conferences with cabl 
people. Then the Western Union guaranteed 5 per cent, on a capital c 
$14,000,000. Altogether they have some $80,000,000 or thereabouts 
This action of the Baltimore and Ohio Railroad has not been takei 
without very careful thought and very careful prevision. Many of t hes 
lines will be completed within ninety days, because they will be biiil 
as fast as money can build them, and in the Southwestern country pax 
ticularly the winters are so open as to enable the work to proceed. Par 
passu with the opening of these lines there will be two new Atlanti 
cables, built at a cost of less than $6,000,000, and all this to compet 
with an aggregate capital of some $70,000,000 to $80,000,000 or more, si 
that we will have comx)etition on the water as well as on the land. 

Mr. HuBBABD. I was not referring, in the question I asked you, as t< 
the matter of capital or interest on capital or dividends upon cax>ital 
but simply in regard to the operating expenses, whether the Westeri 
Union cannot afford to carry 50,000,000 messages a great deal cheape: 
than you can afford to carry 10,000,000; or, in other words, whethei 
50,000,000 messages cannot be transmitted, say, at 16 cents per message 
whereas 10,000,0^ would cost you 25 cents per message! 

Mr. Gabbett. Tes ; somewhat cheaper, I take it. But if the Weston 
Union has this large sum to earn per annum and we have a very smal 
sum to earn per annum, don't you think we will be able to do a portioi 
of the business? Take the trunk lines for instance. [To Mr. Bates. 
In how many days will you have those lines ready ? 

Mr. Batbs. In forty days after the material begins to arrive. 

Mr. Gabbett. It is beginning to arrive now for the line between XeTi 
York and Chicago. With sixteen wires from New York to Chicago ovei 
the nickel plate and eleven by the other route we will have twenty-seven 
wires into Chicago. Mr. Gould has thirty to day. Within the last two 
days we have bought a district company in New York, and we will open 
our offices rapidly pending the stringing of these wires, and we will be 
about as strong in Chicago as Mr. Gould ; and if we are not able to 
handle all the but^iness that is offered we soon will be. It doesn't take 
long to string wires when your xK>les are up. Winter does not interfere 
with that. 

The Ghaibman. I will tell you what you will be confronted with if 
yon propose to sustain a competing line. Wheif you reach a certain 
X)oint and competition becomes threatening the Western Union will put 
down its rates at all the points you reach so low that there willbe no 
profit, and raise the rates in all the other portions of the country; a 
proposition will then be made to buy you out. They will say " You can 
make no money. You are working at a loss. We will absorb you as 
we have absorbed fifty or sixty companies l)efore, some of them just as 
strong as yours ; some of which, in fact, Mr. Gould was at the head of." 
I would like to know what assurance you can give to members of this 
committee that you would not meet with the fate of all the other com- 
peting companies 9 

Mr. Gabbett. I may surprise you perhaps when I tell you that we* 
have already leased between the cities of Chicago and New York enough 
wires to pay the interest on the entire amount that we propose to ex- 
pend, so that at any rate we can live, even if the messages should be 
carried at a very low rate. But I would like to ask in return how the 
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Western Union is going to pay dividends on eighty millions of stock 
pending that condition of things? How is it to continue the great in- 
vestment stock it is claimed to be to-day f 

The Ghaibman. It will do the business in half the coantcy at a loss 
and make the other half pay for it. 

Senator Wilson. I wish you would make the statement a little more 
definite with reference to your leased wires between NeV York and Chi- 
cago. 

Mr. Gabbbtt. We have six wires leased to-day between Chicago and 
New York at an average rental of $19,000, making a total of $114,000 net 
per annum. Four per cent, on 3,000,000 of cash expenditure is only 
$120,000 a year. In addition to that we have a line leased to a news- 
paper in Chicago for night work at say $15,000, or thereabouts. 

Sir. Co WEN. Is not that a further business answer! The difficulty 
of Congress getting a legal guarantee against consolidation confronts 
one at once. It has been suggested here that any form which that could 
take would be open to objection. Of course the difficulty of putting it 
into form any lawyer would see at once. 

The Chaibman. There could be no guarantee which would prevent 
the company from using its property in the way which best served their 
interests. 

Mr. CowEN. There is great difficulty in it ; but the business answer 
to your question is that the Western Union, if it reduced its rates at the 
points reached by the Baltimore and Ohio Telegraph Company in order 
to drive the Baltimore and Ohio out of the business would meet with very 
serious difficulty. It seems to me that the answer to that question is 
seen in the conditions of the telegraph business. There is more tele- 
graphic business done out of the city of Chicago than in the entire Do- 
minion of Canada. When you strike the centers where that tremendous 
business is done as the Baltimore and Ohio is doing, you strike where 
three-fourths of the Western Union business is. They cannot afford to 
reduce rates for the simple purpose of killing off a competitor. 

Senator Wilson. What proportion of the Chicago business is brought 
into Chicago by the wires extending beyond and transmitted from there) 
east? 

Mr. CoWBN. I do not know how much comes east. I do not know 
how much, exactly, goes west. But there is a large business between 
soch cities as Chicago, ^ew York, and Boston. The large bnsiuess of 
Chicago is the business done by the exchanges, commercial dealers, 
banks, and brokers, and that passes between the large commercial 
cities. 

Senator Jackson. I understood Mr. Bates to state that you had 
reached, or would reach, the great commercial centers that afforded the 
Western Union 75 per cent, of its present business. 

Mr. Gakbett. Yes, sir. 

Senator Jaokson. So that if they undertook to crowd you out and 
make up for losses on the other 25 per cent, they would fail t 

Mr. HxJBBABD. There is a vast deal of fallacy in that remark, and the 
fallacy is this: That 75 per cent, of the business does come from these 
great cities; but it is neither 75 nor 25 per cent, of the business that is 
between those great cities. For instance there is not a tenth part of the 
basiness between New York and Chicago that there is between New 
York and the towns lying within 10 miles of New York. 

Mr. Co>VEN. That is a great mistake. 

Mr. HuBBABD. No, sir, it is not a mistake. 
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Senator Wilson. My purpose in patting the qaestion to Mr. Garret 
was in order to ascertain what portion of the business between Chica^< 
and New York was business originating in Chicago, because if we cai 
ascertain tluit then we know substantially what is tne percentage tha 
comes into Chicago over the lines centering there, and is transmittec 
from there to New York. 

The Chairman. I understand the proposition of Mr. Bates to be thai 
the company will in time reach that proportion of the business of th< 
country. It is only prospective. It has not been reached yeU 

Mr. Bates. It will be reached this year with the lines I have men 
tioned. 

The Chairman. You will reach what part of the business t 

Mr. Bates. As near as I can estimate it 75 per cent. I wish to make 
a remark in reply to the suggestion from Mr. Hubbard that while that 
may be true not 25 per cent, of the amount is with and between these 
large cities. He is wrong in that statement very largely. I have had 
occasion throu|;h the course of my long experience with the telegraph 
business to examine very minutely all of the details in reference to tele- 
graphic business between large centers, and between those centers and 
the smaller places. As I have already said, in Chicago alone the grosa 
telegraphic business handled by the Western Union Company, not 
counting the other companies that are already there, our own particu- 
larly, is as great as all of the telegraphic business of the Dominion of 
Canada. It is true, of course, that all of that business in Chicago is 
not done between the commercial centers ; but I venture to assert that 
three-fourths of it is. While we will have our lines connecting the large 
commercial centers within the period named, we will of course have a 
great many intermediate offices on those lines to add to the system; so 
that I think I can safely say that while we will touch and reach with 
our lines 75 per cent, of the business of the Western Union Company, 
we will be able to handle at least 50 per cent, of their whole business 
within that area. 

The Chairman. Assuming that you will reach the commercial cen- 
ters where three-fourths of the telegraphic business of the country is 
done, and that you make between those points a cheap rate, what pro- 
portion of the people of the whole country will be benefited by the 
cheap rate ? We have already very cheap rates between some of those 
centers. Nobody asks for a cheaper rate than we have between Wash- 
ington,. Philadelphia, Baltimore, New York, and Boston to-day. That 
is not what we are seeking. We are seeking to give the people of 
every portion of the country cheap telegraphic service. 

Mr. Garrett. Who gave that cheap rate you have mentioned to the 
public f 

The Chairman. I am not supposed to know about that. 

Mr. Garrett. It resulted from the building of rival lines to the 
Western Union. The Baltimore and Ohio, perhaps, had something to 
do with it. 

Senator Butler. May I be permitted to ask a few questions right 
there ? 

The Chairman. Certainly. 

Senator Butler. How long have you had a telegraph wire for the 
transaction of your railroad business f 

Mr. Garrett. I think ever since the telegraph has been in existence. 
The first telegraph wire that was strung was strung along the line of 
the Baltimore and Ohio road. 

Senator Butler. How many miles of wire would it be necessary for 
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you to keep up for the transaction of your railroad business exclu- 
sively f Can you form any idea f 

Mr. Gabbett. We, of course, are obliged to have lines between our 
various termini, lines between ^ew York, Philadelphia, Washington, 
Baltimore, Cincinnati, Louisville, Saint Louis, Oolumbns, Sandusky, 
Pittsburgh, and intermediate points. 

Senator Butleb. Those lines, irrespective of what use they may be 
to the public, you own for your private purposes f 

Mr. Oabbett. Yes, sir; they are necessary adjuncts to the proper 
running of the road. 

Senator Butleb. Are you compelled to keep them up in connection 
with your railroad business I 

Mr. Oabbett. Yes, sir. 

Senator Butleb. Under any circumstances t 

Mr. Gabbett. I think that would be the general verdict. 

The Chaibhan. It was said, I think, by Mr. Bates that the Western 
Union Company could not afford to reduce its rates for the purpose of 
driving another company into consolidation. Did not the Western 
Union Company once before reduce its rates to all points east of the 
Missouri Biver to 25 cents for ten words f 

Mr. Bates. The Atlantic and Pacific Telegraph Company, with which 
I was then connected^ reduced its rate to 25 cents uniformly between 
all points east of and including Omaha. 

The Chaibman. And the Western Union did the same ! 

Mr. Bates. The Western Union reduced its rates' to some points ; 
but between the more distant points never to the full reduction, as I 
remember. 

The Chaibhan. It has been stated by some person who has been be- 
fore the committee— Mr. Green, I think — that the Western Union Com- 
pany reduced its rate to a maximum of 25 cents to all points east of 
either the Missouii or the Mississippi Eiver, and maintained it there 
until this consolidation was effected. If it did it then, why may it not 
do it again ? 

Mr. Bates. I do not think, as a matter of fact, they ever did that 
I think they followed the Atlantic and Pacific Company in its 25 
cent rate between some of the cities that were nearer together. Be- 
tween the more distant points, for instance ]^ew York and Omaha, I do 
not think they reduced below 50 cents, but I may be mistaken as to 
that. 

The Chaibman. I think I have heard the statement on good au- 
thority. 

Mr. Bates. I think you get that from the fact that the Atlantic and 
Pacific Company made such a reduction. I will say as to that, that 
that step was considered very carefally, and the reduction of the rate 
to 25 cents between New York, Boston, and Omaha, gave a very large 
revenue to thci Atlantic and Pacific Company; a very largely increased 
revenae. 

The Chaibman. Can you give an opinion as to what it will probably 
coet to send messages during the next five years, with all the improve- 
ments in telegraphy and with the increased facilities from all sources. 

Mr. Bates. I have already indicated in my previous statement that 
the Baltimore and Ohio Company, as soon as it had provided the most 
ample facilities between these large centers east of the Mississippi Biver 
would be in my judgment able to establish a uniform rate of 25 cents 
at least between the larger cities, with a proportionately higher rate 
between the more distant local points. When I say I believe we can 
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afford to do that, I of coarse base that opinion upon an estimate of thi' 
cost of handling the service. I think that with ample facilities between 
those points, and handling a large amonnt of business as we expect to 
do, we shall be able to bring the cost enongh below 25 cents a message 
and enough below 1 cent a word for night messages to leave a very con- 
siderable margin of profit. I think that answers yonr inquiry. 

Senator Wilson. Has the Baltimore and Ohio Telegraph Gompauy 
any rates which you regard as below the standard of reasonable remu- 
neration t 

Mr. Bates. In only one case do I know of such a rate that now exists, 
and that is the rate that now exists between Washington and New York 
City, of 16 cents. Whether that is remunerative or not I would hardly 
like to state here, because I have not been with the company long enough 
to judge. 

Senator Wilson. Have you knowledge of any other company having 
rates for any character of business that are below the fairly remunera- 
tive standard? 

Mr. Bates. So many questions enter into the consideration of that 
inquiry that I would hardly like to make an answer. I could not do so 
to your satisfaction. 

Senator Wilson. What is your better judgment as to that, without 
going into details f 

Mr. Bates. I think my answer to your question is already compre- 
hended in the answer that I have just given a little more at length, that 
when we have our lines equipped between these important centers we 
shall be capable of handling the business at a uniform rate of 25 cents 
with a profit. 

Mr. Hubbard. In 1880 the Western Union made their rates per mes- 
sa^ge 18 cents, did they notf 

Mr. Bates. I cannot reply to that, because I have not the statistics. 

Mr. HxDBBABD. And do not recollect? 

Mr. Bates. And do not recollect. 

Senator Wilson. What is the principle involved in determining the 
cost as between points ftimishing a great amount of business and those 
famishing a less amount of business? Take, for instance, the commer- 
cial centers and the remoter regions of the country, which cannot be re- 
garded as commercial centers in any sense, and still need the advantages 
of telegraphic communication. 

Mr. Bates. I can only answer that by stating that the plan of the 
Western Union Company, with which I have been until recently con- 
nected, has been to establish first what is known as a State rate; for in- 
stance, through the State of Few York 25 cents, and through the State 
of Pennsylvania 25 cents interchangeably ; and next, a rate for messages 
going from one State to another. The largest tariff now, being be- 
tween the extreme East and the extreme West, is $1.25, 1 think, which 
will shortly be reduced to $1. 

Mr. HuBBABD. Is not a dollar and a half now the extreme rate 1 

Mr. Bates. I think it has recently been made a dollar and a quarter. 
Between the large centers, as for instance New York and Chicago, New 
York and Saint Louis, and New York and Cincinnati, a 50-ceut rate is 
in operation. A considerably lower rate than that, I think, would be 
profitable, and our company has already made arrangements to estab- 
lish a considerably lower rate than that between those large centers at 
once. It is obvious that a very large business can be handled relatively 
hecaper than a small business. There is now in force between the stock 
exchanges of New York City and Philadelphia a rate of 10 cents a mes- 
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sage. That rate, and the specalaition that obtains there, has resulted 
in an enormous amount of telegraphing. 

Senator Wilson. What woiHd you think of applying to the more re- 
munerative part of the business a part of the rate- burden that now falls 
upon the less remunerative ; in other words, sueh an arrangement of 
rates as would distribute more equally the advantages of telegraphy 
over the country ? 

Mr. Bates. 1 think that is the proper policy for telegraph compa- 
nies to follow. It is the policy that we shall undertake to follow out, as 
I now understand the case. 

Mr. Gabbett. Mr. Chairman, in addition to the statement I made 
that the Baltimore and Ohio Company was prepared to-day to enter into 
a contract with the Government for the transaction of its business, I 
would like to add that, covering the territory referred to, should the 
Government see fit to enter into such a contract, the Baltimore and Ohio 
Company will be prepared to give satisfactory guarantees for the com- 
pletion of those lines to the points named within a much earlier period 
than the Government by any possibility could reach the same points. 

Senator Wilson. And still be willing to subject itself to the regula- 
tion of rates by commission f 

Mr. Gabbett. I think the Baltimore and Ohio Company would be 
willing to do that. I am not prepared to make an absolute committal 
on that point, but 1 think that is within the line of our policy. 

The Chaibman. There are a number of subjects upon which I would 
like to get information. Under the resolution adopted by the Senate 
we are authorized to call for persons and papers, and I think in a very 
short time it will be desirable to call witnesses. I have no doubt Mr» 
Bates is a« thoroughly informed on this subject as any man in the 
country, and it has occurred to me to ask whether he would like to 
have the questions that we propose submitted to him in advance, so 
that he might be prepared to answer them. 

Mr. Bates. I should be pleased to make answer to any such questions^ 
and if they were submitted to me in advance it would enable' me to 
give more intelligent replies than I might be able to make on the spur 
of the moment. 

The Chaibman. Has the Baltimore and Ohio Telegraph Company 
any press contracts? 

Mr. Gabbett. We have some contracts with the press. We have 
no general contracts, but we have some specific contracts. 

Mr. Bates. We have contracts for leases of wires to one or two press 
associations, of considerable importance to them, and to a number of 
individual newspapers. The Chicago Inter-Ocean is one, the Cincin- 
nati Inquirer is another, and the Cincinnati Gazette is another. 

The Chaibman. Have you exclusive contracts with any press asso- 
<aation f 

Mr. Batbs. No, sir. 

Senator Wilson. Have you any contracts involving the transmittal 
of news t 

Mr. Bates. We have, as I say, contracts for the lease of wires to the 
United Press Association and to the Inter-Ocean and the other newspa- 
pets I have named, whereby they operate the wires themselves, paying 
us a rental for their use. We have in addition an arrangement with 
aflsociations and newspapers for the transmission at 25 cents or 30 cents 
a hundred of large quantities of press matter. There are no agi eements 
of any kind of an exclusive nature. 
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Senator Wilson. Yoa settle the price, whether associations, Individ- 
aals or companies, and there is no exclusive contract f 

Mr. Bates. No, sir. 

The Chairman. I suppose you will have no objection to furnishing 
tis copies of the contracts t 

Mr. Bates. None at all, sir. 

Senator Wilson. We are to have those the other company will famish, 
and we would like to have such as you may have also. 

Mr. Gasbett. We would be very happy to give any information in 
our powei;. 

Mr. HuBBABD. Did you ever make any estimate as to the average 
distance telegrams were transmitted f 

Mr. Bates. I do not know that any estimate has ever been made. It 
would be extremely difficult to make such an estimate. 

Mr. HuBBABD. Not very. 

Mr. Bates. I am unable to furnish it. 

Mr. HuBBABD. It may be made within 50 miles, without any great 
trouble. To begin with, the average rate now of the Western TJnion is 
38 cents. For 38 cents you can send a message perhaps 500 miles. 
The average telegram is sent much less than 500 miles. Very few tele- 
grams are sent much over 500 miles. 

Mr. OowEN. You think there is very little telegraphing between Chi- 
cago and New York! 

Mr. HuBBABD. Very little, comparatively speaking. 

Mr. Bates. I think you are wrong. I would not like to ae^ent to that 
statement of fact. 

Mr. HtTBBABD. Take your pencil and paper, and you can demonstrate 
it mathematically. It is not susceptible of doubt or question. 

Senator Wilson. That is a question involving the field to which I 
called the gentleman's attention a short time ago as to the distribution 
over the country of the advantages of telegraphing. 

Mr. Bates. I do not know how it is with the Western Union Com- 
pany, but with the system of tbe Baltimore and Ohio Company the 
average distance over which each message is transmitted is considerably 
greater than 500 miles, for the obvious reason that a large part of our 
business is between New York and Chicago, Cincinnati, Saint Louis, 
and intermediate points. 

Mr. HuBBABD. You do not accommodate the public then f 

Senator Wilson. If we get at the average distance and the average 
rate then we would have data upon which we could with reasonable ac- 
curacy base a calculation with a view to the element of distribution I 
have spoken of. If you or Mr. Bates or any one else can furnish us that 
data we would like very much to have it. 

Mr. HuBBABD. I can cipher it out. 

Mr. Beiff. If you divide the mileage of poles into the number of mes- 
sages sent you will get it. The Western Union have about a hundred 
thousand miles of poles. If they transmit 40,000,000 messages it would 
be an average of 400 miles for each message. 

Mr. CowEN. What an absurdity that would be as a matter of busi- 
ness. Just think of it ! What does it determine t I do not see 

Mr. HuBBABD. You do not see what t 

Mr. CowEN. I do not see how it would affect the question of deter- 
mining the rates. Suppose the railroads do the same thing. Qet all 
the railroads in the country to do the same thing and I do not think, as 
a practical man, looking at it from an economical point of view, you oan 
make an assertion of that sort. 
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Senator Wilson. Let me 'put this statement : The same principle 
would have application to either a railroad or a telegraph line. Take^ 
for instance, a railroad line. There are some parts of the line that it costs 
much more to operate than other parts. It may be owing to grades, to 
curves, or to various other conditions. That everybody knows. Still, is it 
not the correct business principle in operating that line to let the less ex- 
pensive portions of thelinebear a part of theburdenthatcomesbecauseof 
the conditions on the more expensiveportions, i n the matter of determining 
rates for transportation t Otherwise you may have very exorbitant 
rates on one iiart of a line and very low rates on another part. In hav- 
ing but one rate you work a unity of that line. The line would be 
operated as a unit, and the public should get the benefit of the distribu- 
tion of the burden. That is the idea I have in regard to this other sub- 
ject, that there should be such a distribution of through rates as that 
the public shall have the advantage, and that the advantage shall not 
be confined to localities that are most favored by the conditions. 

Mr. OoWEN. That is undoubtedly the case now. As to the small 
towns, the railroad business is local. Eighty-five per cent, of the earn- 
ings of the Pennsylvania Eailroad consists in its local business. It is 
just the reverse with the telegraph. At the same time the local points 
get the benefit of the extreme competition of the great points by enab- 
ling the companies, as you say, to, in a way, distribute the charges over 
the entire line. That is, if they make a great deal from their termini 
^ between lar{»e commercial centers they can afford to do business at a 
less rate to the local points. As Mr. Bates has said, tbey take .some 
plan more or less arbitrary. They adopted the State plan in the West- 
ern Union service — 25 cents in one State. Thev do not go and see how 
much it costs from one point to another. I suppose they keep up num- 
bers of stations where they do not pay anything ; very little, if anything. 

Senator Wilsok. I have no doubt that it is true. 

The Ghaibhan. I have no doubt if the Government should construct 
or operate a telegraph that in a short time we would have a uniform 
rate, as we have in the transmission of letters. Every one knows we 
carry an immense number of letters in the mail at a cost greater than 
the amount received for postage ; and yet, as a whole, we are able to carry 
letters for two cents to every portion of the country, including the free de- 
livery in all the larger cities, and make the Post-Office Department self- 
sustaining. The people of the country get vastly more benefit from that 
plan than by having low rates between the large places and high rates 
between the smaller places. There is no question about that. 

Mr. GoWEN. The tendency is undoubtedly in that direction in tele- 
graphing. 

Mr. HuBBABD. I think you would be surprised, Mr. Ghairman, if you 
should examine the postal service and the telegraph service, to find how 
short a distance either letters or telegrams are sent. Mr. Painter tells 
me there was an examination made by the Post-Office Department last 
year, at a very great expense, in order to ascertain in regard to parcels 
of merchandise, how far they were sent, and it is on file. The postal 
service and the telegraphic service are closely allied together. They 
are not like the passenger and freight business on railroads. It is the 
messages that are sent short distances and it is the letters that are sent 
short distances that are 75 per cent, of the whole business of the mail 
and of the telegraph. Nearly 80 per cent, of all the telegrams are sent 
less than 300 miles. 

Senator Wilson. The short rate pays for the long ratet 

Mr. HuBBABD. Tes ; on letters and on telegrams. 
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Mr, CowEN. I do uot see how that could be. 

Mr. HuBBAKD. Very likely you do not see it. I aoi merely stating 

e fact. 

Mr. GoWEN. I do not see how you ^et at the number of messages 
sent a short distance by getting ar the aveiaue rate tliey travel. 

Senator Wilson. It is only an element in the calculation. 

Mr. Cowen. Suppose you have ten messages coming from California 
to New York. You have that long distance as an element when you 
come to determine how many messages go from Chicago to New York. 
You cannot do it. You cannot take the entire pole mileage and divide 
it into the entire number of messages and say the average distance a 
message is sent is so much. That is one way of ascertaining it, but 
that does not tell what number of messages go a short distance and 
what number go a long distance. 

Senator Wllson. Do you mean to say that there is any element in 
that business that an expert cannot ascertain ? 

Mr. OowEN. 1 mean to say you can tell precisely by going to the 
Western Union offices, and getting from their offices, il they keep any 
«uch statistics, the precise number of messages that go from every point 
in this country to every other point in this country ; but I venture to 
say no such statistics are kept. 

Mr. Hubbard. I can take my pencil and paper, without going to the 
office of the Western Union Company, and come within 10 per cent, of 
the truth. I have done it, and I can do it again. It is perfectly easy./ 
All you have got to do is to formulate your table. You know what the 
rates aie between the different distances, and you know what the whole 
amount received is. Then you can, by a series of equations, find out 
what proportion are sent at each particular rate. In that way you can 
Tery soon work it out. 

Mr. Beiff. I suggest, as Mr. Hubbard says he has done this, that he 
furnish the committee with the figures he has already fixed up in his 
own mind or on paper, because we know, and the Western Union has 
ciphered out, that the average increase of the volumeof business is now 
reaching nearly 14 per cent, per annum. You can add that on to Mr. 
Hubbard's figures. If he has already demonstrated it it will save a good 
•deal of time. 

Mr. Bates. I can state, having been with the Western Union Com- 
pany off and on about ten years and with other companies in opposition 
to it nearly as long, that there never has been, to my knowledge, any 
such statistics prepared as Mr. Hubbard speaks of. An effort has been 
made in that direction, but necessarily it has been a very feeble one 
from the very nature of the case; and I do not think it is possible to* 
day with any statistics that exist to determine with any reasonable de- 
gree of accuracy the average distances that messages are now transmit- 
ted. It could be done by arrangement beforehand for it with great 
elaborateness of detail, but it has not yet been done. 

The Chairman. Do you not think the Government could transact 
the telegraph business through its post-offices cheaper than any corpo- 
ration could do it f 

Mr. Bates. You have asked me my opinion, and I will have to an- 
swer no. I reason from analogy. 

The Chairman. Will you give your reasons tor that, if you can! 
There one is thing that cannot be questioned, and that is that the Gk)v- 
eminent will employ a very large number of men who now are paid as 
postmasters, and whose occupation as postmasters requires but a very 
small part of their time. 
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Mr. Bates. Tbo answer to your inquiry, I tbink, has alieady been 
made far better than I can make it by the Western Union people. I 
cau only say in reply to the suggestion at the close of your remark, that 
if the telegraph business of any place is large enough to warrant an 
oftice being establislied and any business being done of any account, it 
will necessitate the separate employment of an operator. Of course 
there are very many pUices where an operator who was also postmaster 
might be used. But the relative number of those employes as com- 
pared with the whole number of employes to handle all the telegraphic 
business of the country would be, in my judgment, very small. 

The Chairman. I disagree with you; I think it would be very large. 
In the large offices the time of the men is fully employed; they are 
worked up to their full capacity. But there are thousands of small offl- 
ce.s in which the postmaster, who is now employed, does not have enough 
to do to occupy all his time. 

Mr. Bates. Nearly all of those places are already provided with tele- 
graphic facilities, and if the rates were reduced so as to largely increase 
the volume of business at those places, a separate employ^ would of 
i*x>urse very soon be necessary in very many of them ; certainly not in 
all. 

Mr. HiTBBABD. Out of the 13,000 offices of the Western Union do you 
suppose there are more than 2,000 that pay anything more than their 
exfiensesl 

Mr. Bates. Yes, sir; I think considerably more than half. There is 
no object for the Western Union Company to keep an office open at any 
l>oint which does not pay expenses. 

Mr. HUBBABD. Nine thousand of their offices are railroad offices, not 
kept by them, are they not I 

Mr. Bates. I think 9,000 would be perhaps under the number ; but 
in all those cases they are necessarily obliged either to pay an operator 
specially, where the business amounts to a considerable sum, or to com- 
pensate the railroad company in some other way for the services of the 
operator. So that they pay the expenses in one way or the other. 

Mr. HuBBABD. Are not the operators generally paid, not by the tele- 
graph company, but by the railroad Y 

Mr. Bates. The contract relations of coarse are different with differ- 
ent railroads. In some cases the telegraph companies pay some of the 
operators and in other cases they pay nothing in the way of salaries, 
and all in the way of telegraphic facilities and free privileges. 

Mr. Go WEN. One of the statements made by Mr. Garrett was that the 
Baltimore and Ohio Company having engaged in this enterprise look*s 
with a great deal of interest to know, and it becomes a very grave ques- 
tion to know, whether the Government is going into* the business. The 
Oovemment have authority already to purchase at an appraisal all of 
these lines under the act of 1866, and if there is to be such a thing as a 
Government telegraph, if you are going into competition, it strikes me 
that the proposition to take these lines is worthy of the committee's con- 
sideration. 

The Chairman. I will call your attention to the difficulty of proceed- 
ing under that act. Tbe act provides that two of the appraisers shall 
be appointed by the Government, two by the telegraph company, and 
the four thus apiK>inted shall choose the fifth. Sux)posing we should 
take the lines of the Western Union Company on that basis. It would 
appoint two men and the Government would appoint two. The two 
men ap]K>iuted by the Western Union Company would never consent 
to tbe fifth man, unless they knew that they could control his decisions. 

10884 3 
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They would accomplish their purpose in either case. If they refuse 
assenL that defeats the plan of the appraisement. If they consent tfa 
do so oecause they have three out of five. Therefore, it is not possil 
under the provisions of tiiat act to protect the interests of the Govei 
ment. 

Mr. Beiff. I think there would be another difficulty in the case 
the Western Union. Over almost the entire country they would be t 
able to give you title, because many of the lines they use they use und 
contract relations, and, of course, have no title in fee. 

The Ghaibman. It would be an exceedingly complicated question, 
do not believe the best expert in the country could settle it in five yeaj 
In one instance the telegraph company has the poles and the railroi 
company the wires, and in another instance this arrangement is i 
versed. In one instance they have all the money collected at a certa 
office, and in another they divide equally with the railroad compan 
It is a very complicated affair. I do not think it would be possible 
reach a fair determination, even if you had five men who wanted to i 
simple justice. 

Mr. CoWEN. I think that the committee is unnecessarily alarmed i 
to the number of those contracts and the character. When we bougl 
the National line ten minutes was all tbe time I needed in regard to tl 
few contracts tbey had made, for the simple reason that Uiey were all c 
the same model. 

Mr. Eeiff. If Mr. Cowen will allow me, those are two distinct con 
panics. The Western Union, as has been frequently stated, have eig] 
hundred railroad contracts. 

Mr. Cowen. There are other lines to take. You are not obliged i 
take the Western Union. 

The Ghaibman. Mr. Green has stated that out of 13,000 employ^ 
9,000 of them are employed by tbe railroads, which would indicate th£ 
a very large proportion of the business of the Western Union Gompan 
is done through contracts with railroads. 

Mr. Oarbett. Another point to which I would like to call attentio 
as bearing upon this whole matter is that many of those contracts ai 
about expiring, and there may be other railroads preparing to enter int 
co-operative arrangements with other competing telegraph lines. Tha 
has a bearing upon the question. 
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Office of the Postal TELEawAPH and Gable Company, 

49 Broadway^ New Torkj February 9, 1884. 

To the chairman and members of the Committee on Post-Offices and Post- 
Boadaofthe United States Senate, Washington^ D. 0.: 

Gentlemen : In response to your invitation I beg leave to submit the 
following brief statement of the position assumed by the Postal Tele- 
graph and Cable Company on the question of a Government postal tel- 
egraph, and in doing so I shall omit all discussion of the constitutional 
and legal principles involved, and confine myself solely to the practical 
and business aspects of the subject. 

This company was organized and is now constructing its lines of 
telegraph with a view of establishing a system of telegraphy based 
on cheap and uniform rates. To accomplish this it was found neces- 
sary to construct trunk lines between all the principal cities, and equip 
them with such wires as will enable the company to transmit mes- 
sages from one to the other by a single operation regardless of the 
distance, and under all atmospheric conditions, and to use improved 
devices by which large volumes of business can be handled cheaply and 
with celerity. Under these conditions the cost of the telegraphic 
service and the time required in which to perform it are wholly inde- 
pendent of the distance, and we hold that under no other conditions 
can either the Government or any private corporation establish and 
maintain a profitable, cheap, and uniform rate of service. This com- 
pany has already established a line between New York City and Chicago, 
composed of 40 poles to the mile, ranging from 30 to 60 feet in length 
and 7 inches in diameter at the small end, and all deeply and firmly 
set in the ground, which is by far the strongest pole-line ever constructed. 
And on this line compound wires have been strung, composed of a steel 
core, weighing 200 pounds to the mile, encased in a copper coating weigh- 
ing 525 pounds to the mile. The steel core being necessary to give 
great tensile strength and elasticity to the wire, while the copper af- 
fords the greatest conductivity. These wires have a resistance to the 
electric current of only about one and one-half ohms per mile, while an 
iron wire of equal weight would have a resistance of not less than 
seven ohms per mile. 

The length of a telegraphic circuit, or the distance to which a mes- 
sage may be sent by a single transmission, without repeating the mes- 
sage or without the use of repeaters, is governed by the . resistance of 
the wire. Hence, circuits on iron wire do not exceed an average of 500 
miles, beyond which uniform rates are not profitable, and are the dis- 
tances selected by existing companies, using iron wire, within which 
nniform rates have been established. While on these compound wires 
circuits may be extended trom 1,600 to 2,000 miles, whereon uniform 
rates can l>e profitably established. Distance adding nothing to the 
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cost of the service where the message is not repeated, aud no repeaters 
used, inasmuch as a transmitting and receiving operator are required 
to'handle the message whether for a shorter or a longer distance, while 
the local business will always provide for the interest on the cost of 
construction and maintenalTce of these lines. In other respects the high 
conducting qualities of the compound wires enable this company to 
use more delicate and complicated devices, giving the wires correspond- 
ingly greater capacity for the transmission of messages. In exemplifi- 
cation of this we are now doing business between this city and Chicago 
direct, a distance of 1,000 miles, without interruption or delay by reason 
of storms or other atmospheric conditions, and without repeating the 
message or the use of automatic repeaters, thus bringing Chicago, tele- 
graphically, as near to New York as the city of Philadelphia, compared 
with iron wires ; and the great capacity of this wire is shown by the 
ifact that we are enabled to send six messages simultaneously on a 
single wire by the ordinary Morse method, each transmission being 
worked with greater speed than is possible with a single transmission 
on the best iron wire for such a long distance ; and by the use of oiu* 
automatic system we are enabled to transmit a thousand words per 
minute over this line, which would be wholly impossible on the best iron 
wire. Other lines of equal strength are now being constructed and 
similarly equipped with these compound wires by this company, from 
Chicago to Saint Louis ; from New York to Washington, by way of 
Philadelphia and Baltimore ; from Buffalo, through the oil regions, to 
Pittsburgh J from New York to Boston, and from the Chicago line at 
Fostoria, Ohio, to Toledo, all which will be completed and opened for 
business some time in the month of March next, excepting the Boston 
line, which will not be completed until about the first of June next, at 
which time it will be connected with the transatlantic cables now being 
constructed and laid by Messrs. MacKay and Bennett. 

During the coming summer a second line similarly constructed will be 
completed between New York and Chicago by way of Harrisburg, Pitts- 
burgh, Columbus, Cincinnati, and Indianapolis, and these lines will be 
extended as rapidly as possible to all the other principal cities of the 
country, and local or side lines will be built connecting the smaller cities 
and towns with these trunk lines. 

In order to handle large volumes of business with celerity and with- 
out complicating the lines and loading down the poles with a large num- 
ber of wires, this company has secured and adopted the harmonic system 
of multiple telegraphy and the Leggo automatic system, together with 
other improved devices. By the harmonic system we are enabled to 
send at least six messages simultaneously on the longest line, by the 
Morse method, and a greater number on circuits not exceeding 500 miles. 

By this method we are now handling between this city and Chicago 
an average of from 250 to 300 messages per hour on a single wire, while 
the best quadruplex service now in use by other companies on iron 
wires does not exceed an average of 120 messages per hour, and they 
can do this only in good weather, bad weather either breaking up their 
quadruplex entirely or reducing it to a duplex, even by the use of sev- 
eral repeaters, which greatly increases the cost of transmission and re* 
duces the rate of speed, while ours is not perceptibly affected by the 
weather and no repeaters are used. The promptness and reliability of 
our service is shown by the fact that our time of transmitting and de- 
livering messages between New York and Chicago does not exceed an 
average of nine minutes from the time it is deposited at our receiving 
window until it is delivered to the party to whom it is addressed, em- 
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bracing in this estimate any continuous hundred thousand messages 
handled by the company since our lines have been opened to the public. 

T¥e are now transmitting a thousand words per minute on a single 
wire from Kew York to Chicago by our automatic instrument. Any 
number of messages may be simultaneously prepared in the offices of 
this company and transmitted over a single wire at this rate of speed 
to any distance by ttiis system on compound wires. Any automatic 
system is impracticable for long distances on iron wires, and all other 
systems heretofore in use have not attained a speed greater than from 
sixty to two hundred words per minute even on short circuits. The 
great advantage in these low-resistance wires is, that it makes an au- 
tomatic printing system perfectly feasible on lines of any length, land 
the company is now availing itself of such a system whereby from one 
to four transmissions may simultaneously be sent on a single wire at the 
rate of from sixty to ninety words per minute for each transmission. 
This is done by a lettered key-board transmitter which may be operated 
very rapidly with but little training on the part of the operator, and 
without any knowledge of the Morse alphabet, and it does away with 
the receiving operator entirely. 

When this company shall have completed and equipped all its lines 
with these improved systems it will be able to transact the entire busi- 
ness of the country profitably at the cheap and uniform rate of 25 cents 
per message of twenty words, and at a correspondingly reduced rate for 
Government and press service, and we believe that this will meet the 
public demands for such a service and supersede the necessity of any 
experiment on the part of the Government. The capacity of our lines 
for the rapid transmission of business is such that, with the aid of the 
post-office deliveries in large cities, we could handle the greater part of 
the correspondence now carried by the United States mail. Hence we 
will be able to enter into a contract with the Government to perfoirm a 
postal-telegraph service at a much cheax)er rate than the Gk)vemment 
itself could p^orm it by the lines and methods now commonly in use. 
Very respectfully, your obedient servant, 

GEO. S. COB; 

Vice-Prestdent^ 
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Thursday^ February 14, 1884. 

Henbt Day, executor and connsel of the estate of Edwin D. Mor^ 
gan, deceased, came before the committee and made the following state* 
ment: 

Mb. Ghaibman ai^d Gentlemen of the Committee. .1 do not 
come before you to discuss the constitutional grounds or the legal 
grounds on which you propose to found the bills that may be prepared 
on this subject. I do not come as the representative of any telegraph 
companies. I simply appear before you as the executor of Governor 
Morgan, and as the adviser of his estate, which is largely interested in 
telegraph stock. The case of one individual will represent the case of 
thousands, probably of tens of thousands, in this country who are in« 
terested in telegraph stock. I would like to present a logical case, if I 
can, because all of you gentlemen are accustomed to reasoning on these 
subjects; and I also wish to present a case that shall appear to be fair. 

^nator Maxey. What stock do you represent as the executor! 

Mr. Day. We represent stock of the Western Union Telegraph Company. 
Governor Morgan's estate — his wife and grandchild — has $2,000,000 
worth of this stock. He left about $1,600,000 worth of stock in his es- 
tate. As you know, he was long interested in telegraphic business, aided 
in developing it, and stood by it earnestly; but he did not, until the 
last years of his life, own any great amount of stock. In the last year or 
two of his life he bought very largely of this stock, thinking it was a 
good investment to leave to his family. He frequently told me, in draw* 
ing his will, that he considered it to be simply a good 6 per cent, stock 
and a good thing to leave to his executors. He considered that it would 
never be interfered with by the Government, except upon grounds that 
would be absolutely legal,. and that the Government would do justice to 
the holders of the stock in any action which might be taken. 

149 
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I have taken the liberty of patting in print a few points that occur t 
me in connection with this matter. [Appended hereto.] It may be tba 
the same points have been gone over. I have no knowledge of wba 
has passed before your committee. 

I will state my first point* It is that the Government onght not t 
engage in any business enterprise which can be as efficiently done b; 
citizens, not to say as economically done. It strikes me that the Gov 
ernment shoald not interfere with the business of the country iu tha 
way, even though they could do it a little more economically. If tli 
Government should go into the telegraph business, or into the iron busi 
ness, because they have an immense amount of iron, you can see wba 
injury that would be to private citizens. It would destroy the interest 
of parties in the business. The Government has enough to do witliou 
going into any such business. 

The Chairman. Do you think it would be a good plan to turn ove: 
all the post-office business to private parties f 

Mr. Day. I do, if it could be as well done. If it could be done nndei 
the proper restrictions, and under proper Government control, I woulc 
say so. I would say that every business in this country that is doiu 
by the Government had better be done by individuals, with those con 
ditions. But that is a very important matter. There are matters con 
nected with the postal service 

The Ghaibman. Taking things as they are, do you think it would be 
a good plan to turn over all the post-office business to private parties 1 

Mr. Day. I do not, no ; but, taking things as they are, you have got 
this service already under way. Always^ since the foundation of the 
Government, it has been done in the same way* But you have stood 
by, as a Government, and allowed this immense telegraphic business to 
grow up under your eye ; allowed it to be developed, and allowed par- 
ties to put in their money with the idea of being rewarded, if they suc- 
ceeded, just the same as in the case of the Pacific Railroads, or any 
other great enterprise. The Government have allowed and fostered 
this great enterprise and have used it in times of trial and peril. It 
does not seem to me that it is now fair to adopt a new principle, and in 
such a way that will interfere with the private interests of thousands 
and tens of thousands of individuals, and the esta.tes of dead men. 

It does not trouble me at all to have questions put. I am perfectly 
willing to have this a mere conversational interview. 

Senator Wilson. I understand from your statement that yoo do not 
question the propriety or policy of Governmental control or regulation 
of the telegraph. 

Mr. Day. No, sir : I do not. It seems to me that the Constitu- 
tion, perhaps, intended that communications between different parts 
of the country should be somewhat under Government control. Al- 
though I have not looked into the question of constitutional rights^ 
it does not strike me as departing very essentially from the jwlicy of 
the Government to control the telegraphic business in a certain way. 
But the point I make is this : Yon have allowed it and the precedent 
has been established. Now, if it can be as well done privately— and 
you are to decide that — it seems to me it should not be the policy of the 
Government to run the risk of a great many evils that necessarily would 
attend a change. It seems to me that would not be wise. 

I can refer to some of the evils that would attend a change. Yon 
have probably seen many, or all, of them yourselves, for you have given 
greater consideration to the subject than I have. If you should count 
up the number of telegraph operators that are employed in this coantry, 
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aud the number that will be employed, what an army you have to be 
under the control of one party or another ; what an army of men you 
ka ve subject to corruption ; what an immense force you have, in case of 
elections, to be controlled by one side or the other. I think that all 
those possibilities ought, as far as possible, to be obviated in the man- 
agement of a great Government like ours. Our Government is becom- 
ing greater every day. ^N'obody knows how great it is going to be. 
England is nothing. England is not a fair sample to take as a prece- 
dent for us in this business. It is a little island not much larger than 
Xew York and New England put together. Its boundaries are well de- 
defiued. It is unlikely to get any more land 'en the continent. Its in- 
terests are nothing compared with ours, and its course, in regard to this 
business, is nothing that should afiect this country, which is increasing 
to such an extent every day. 

The Chairman, They sent 31,000,000 messages last year, as against 
40,000,000 messages sent in this country. 

Mr. Day. Yes ; but look forward for a hundred years. How will it 
be tlienf It will be just the reverse. The number of our messages 
will be hundreds and hundreds of millions, and tens of thousands of 
men will be employed under the control of some party, which, it 
seems to me, will be a great danger. But I do not base my argument 
on that ; I think you are better judges of that than I am. What I am 
alter is substantial justice and right as between the Government and 
the citizens. I think that is a point that has been in modern days 
and under our own Government very greatly overlooked. I speak upon 
my own experience as a lawyer. I have seen in Pacific railroad cases 
what I considered to be so great a wrong that if it were done by a pri- 
vate citizen he would be hounded out of the community. I speak ad- 
visedly, because I have been been before committees in Congress on the 
subject, and I have examined these matters. I believe that great wrong 
has been done in the desire for saving money, without any regard for 
the rights of the people^ great wrongs, from which men are now abso- 
lutely suffering. 

I was very much astonished the other evening when dining with a 
gentleman who was a member of Congress here — his name would prove 
quite familiar to you if I should mention it — at a single remark he made, 
which was not brought out by anything I had said. Said he, ^^The only 
thing I regret in my course in Congress is this : When the vote on the Credit 
Mobilier came up there was great excitement in Congress over it. Mr. 
Ames was here. I only regret that I voted against that measure and 
condemned him. I have always been sorry for it. I did it under ex- 
citement, and I would never do it again." 

Here was Mr. Fessenden, of Maine, who would not vote for any such 
thing at all. Great wrongs can be done simply with the idea that it is 
right to save money for the Government. There is a point right there 
that you ought to take into consideration. If you do it, see what fol- 
lows — and I confess I have been led in the same direction myself. If 
you are sharp and harsh upon the individual citizens their only defense 
is to come to Congress and do all they can by underhanded measures, 
by bribery, and by using improper influence to get legislation which 
will give them justice. They say " If we cannot get it one way we will 
get it another." That is human nature. That is what I have seen time 
and again. They say ^^ We cannot get any justice unless we resort to 
such methods. They take our money, they take our property, and they 
violate contracts express and implied. If we do not take care of our- 
selves we shall be slaughtered." I think there is a better feeling pre- 
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vailing in Congress and in Government circles on that subject^ and ] 
am very glad to see it. I think it is somewhat akin to the sentiment 1 
have expressed as to the dnty of the Government. I should be ver^ 
8orry to see individuals injured and property slaughtered simply to save 
a few million dollars to the American Government. The total amoaui 
would not be ten cents apiece for the people to put in their pockets, aL 
though in thousands of cases it would bring ruin to individuals. 

I will come simply to the case of Governor Morgan. I will leave with 
the committee a statement in print of the different points of my argu- 
ment, and will simply take up this sm^ a personal question. I believe J 
need not eulogize Governor Morgan. You all know that he was a dis- 
tinraisbed citizen. He was a self-made man. He was as loyal a man 
and as true a man as this country has ever produced. He was a man who 
devoted his whole fortune and person to the Government in the dark 
days in raising regiments and in doing ever^ thing for the protection of 
the Government. He did his duty thoroughly, and he left life with the 
idea that, having lived long and honorably, he had provided safely and 
liberally for his widow and for his family. He was patriotic and large- 
liearted. He had acquired much prox)erty. He directed that more than 
half of his property should be distributed to the many charities he favored. 
He took one million two or three hundred thousand dollars and dis- 
tributed it among the largest charities in the country and among veiy 
worthy individuals. These legacies and these charities all had to be 
paid in money by the executors. Kot supposing that anything of this 
kind might happen, and that the property he had lefb might be depre- 
ciated in any way so as to seriously affect his wife, his grandson, and his 
family, a large amount, two millions of property, he left in this stock, 
which he considered a good 6 per cent, investment, for their support. 
He left it in trust. All that money has been paid out. The resi<lue of 
his property is very largely in this stock. His wife and grandson will 
probably depend largely upon this two millions of property that he has 
left in telegraph stock for their support, and the executors are to hold 
it from year to year. If that is to be in any way depreciated, so that 
the property shall be destroyed by any measure of this kind, you can 
«ee how harsh, how severe that is, not to say unkind and ungrateful to 
8uch a man, and how bad the policy is whereby a man who has spent his 
whole life, has lived to an old age and acquired property with an idea of 
taking care of his family, without any fault of his own, one year after he 
has gone has the whole thing swept away or depreciated to such an ex- 
tent as this may be. That is simply an illustration of the wrong that 
may be done by careless legislation on these subjects. I do not say that 
private rights and private advantages are to stand in the way of great 
public measures. I do not say that. That would be very unreasonable, 
very un-American, and very short sighted. But I do say that at the 
same time you accomplish measures which are for the public good — if 
you think they are for the public good — ^it is very easy to take care of 
all interests of this kind and to do no wrong to private individuals. 
That is the burden of my remarks here on this point. 

How would you do this ! I think the policy of this Government 1u 
regard to railroads and in regard to taking private property is very 
pronounced. We have a long course of measures in this country where 
we take private property for railroads. We have a measure that is con- 
sidered perfectly fair, that is at any rate the best that can be devised 
under the circumstances, of having the property valued under the rights 
of eminent domain. We have a right to take property that belongs to 
any private individual and devote it to the public good. The restric- 
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tions are such on that subject, however, that you canuot do it under 
the Constitution, and certainly cannot do it under legislative authority 
in any State in this Union, without the fairest opportunity being given 
of valuing that property and taking it at an appraisal which shall be 
just. That is to say, justice is at the bottom and is the element that 
guides in all directions on this subject. That is simply what I want 
to impress upon the committee. How can it be done? If it must 
be done, if this telegraph service, which I think can be done better 
by private hands, is to be done by the Government, how can it be 
done t For my part I firmly believe that you can never do it better 
than the Western Union does it. I do not believe anything can be done 
on better business principles. I do not believe it can be done more eco- 
nomically than the Western Union does it. But if you think economy 
or the public good demands that the Government should control this 
telegraphic service, then it seems to me this course ohght to be taken : 
Hie whole telegraph property of the company ought to be taken at its 
commercial market value. I do not say to charge any inflated prices. 
I do not say to charge the cost, because that would be exceedingly 
wrong — ^to fix c>08t of the thing as it is now. Why would it be wrong? 
For the reason that the cost of a thing now and the cost of a thing away 
back ten or fifteen years, when they began to experiment with and to 
develop this business, are two entirely different things. These tele- 
graph companies have put the telegraphs in out-of-the-way places, and 
have expended money in the purchase of wires of a kind or instruments 
of a kind that did not operate, and yon would have the advantage of all 
that. The present day has the advantage of all those improvements. 
It is not fair to charge it upon the companies that have paid this bill 
and have necessarily developed all this knowledge and information, and 
say, ** We will take it at what you have paid for it.'^ That is not fair, it 
strikes me. 

It would not be fair, either, it seems to me, and I should say it would 
be almost mean, for the Government simply to put up a few lines between 
the great centers and the great capitals and say, ^^ We will freeze you 
out, if we cannot do anything else. We will take the lines where the 
money is made, and we will leave you the offshoots* and the branches 
that ramify off into the fields and into the distant Territories. Where 
the money is made between the great capitals, there we will build the 
lines, and the Government shall have the advantage of them." I think 
that would be a pretty mean measure. 

Senator Wilson. Do you think in determining the fair price of 
property like the Western Union Telegraph property it would or would 
not tie right to consider the question as to the amount of personal capi- 
tal that went into the development of the property, and the amount of 
capital that went in from the receipts of the business, in other words 
that furnished by the public! 

Mr. Day. That would be fair. That would be eminently right and 
fair if you could take the individuals that put their personal property 
m and if the property had not changed hands. But with eighty millions 
of capital changing every day, the men that bought* stock yesterday 
are not the men that held it when they first put their money in. You 
are doing a wrong. The chairman might have bought yesterday West- 
ern Union at 70, might have put half his fortune into the purchase of 
it. The personal capital in it and the accumulation from profits, as you 
say, might have been decided five years ago, probably would have been 
itecidcHi five or ten years ago, if you could trace it. The chairman does 
not get any advantage by the small amount that was put in or the 
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profits that have been made apon it. He suffers, notwithstanding what 
Mr. Jay Gould or somebody else has made in the past. That is the dif- 
ficulty. 

Senator Wilson. If the power belongs to Congress to do this thing 
which we are now considering, does not the risk that every man takes 
in view of the past exercise of that i)ower become an element in the 
investment which he makes? 

Mr. Day. There is no doubt of that ; but 

Senator Wllson. Is not that risk one of the features of the case to 
be considered in our resolution of it, as much as the chance that he took 
of not having it disturbed at all by Governmental action f 

Mr. Day. I know you want to be practical, gentlemen ; you may pot 
very nice theories which are not practical. 

Senator Wilson. I merely put the matter in this way to draw out 
your views. 

Mr. Day. As a legal theory, that is correct. There is no doubt about 
that. But practically no man buys anything in that way. In the case 
of all the immense property that is held by corporations in this country, 
no man thinks, " This may be taken by Government under the right 
of eminent domain, and therefore I ought to look out and not give so 
much.'' It is exactly such a case as this would be: Suppose you buy a 
nice piece of corner property in one of the cities that was wanted for 
the terminus of a railroad, and you should give what you considered a 
pretty large price for it because you thought it was going to be a very 
fine business site, ^ow the railroad comes along and wants to get that 
under the right of eminent domain. They value the property. The 
argument on one side is your argument that the value of this property 
should not be founded upon its absolute worth now without any likeli- 
hood of its having been taken. The railroad says : "But the man who 
bought it ought to have remembered that this property might be taken 
in and should not have given a fancy price for it. He should have re- 
membered that this property could be taken out of his hands for rail- 
road purposes.'' You would not hear such an argument as that. It 
would not be right and fair, because it is so remote that no one of us, 
unless we are wonderfully shrewd and acute, would think of applying 
the principle. 

Senator Wilson. Is not the principle applied every time that Con- 
gress enacts a general bankrupt lawf 

Mr. Day. I do not think it moves on the principle of the banknipt 
law. It reaches further than that. 

Senator Wilson. Every person who enters into a private contract 
with another does it theoretically, at lea*^t, in view of the possible exer- 
cise of that power by Congress which may terminate that contract at a 
very small percentage of the amount due thereon. 

Mr. Day. I have seen a grea1> many contracts, but I never drew one 
or saw one that was upon that theory — upon the theory that as a man 
worth a hundred or two hundred thousand dollars might fail, therefore 
he should be charged a very much higher rate than he would ordinarily 
be charged. I h^ve never made any such provision as that in a contract 
on account of the possibility of a bankrupt law. 

Senator Wilson. Still it is an element that enters into every con- 
tfact, is it not? 

Mr. Day. It is so remote that the Government ought not to take ad- 
vantage of such a possibility. That is my theory. It is so remote and 
so technical that you really cannot do business on that basis. 

• 

I 
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Senator Wilson. Suppose there should be an application of that 
principle in a case such as we are now considering. What, in your 
judgment, would be the tendency of that upon the development of cor- 
I)orate property in the future out of the profits of the company and not 
oat of the private capital of the stockholders? 

Mr. Day, I think in the first place, if such a principle as that was 
present before the minds of gentlemen who were thinking of going into 
corporations, they would say, " I am not going into any such business 
as that. I am not going to put my money into any enterprise that may 
be subject to the inroads of the Government and the interference of the 
Government at any time to sweep it all away. It is so uncertain a 
matter that I will not go into it." I think every bodj^ would say thaty 
and that it would tend to break down and destroy all the enterprise in 
the country. 

Senator Wilson. If in this case that element were not present, do you 
think there would have been the demand, whether great or small, now 
seeming to exist for interference by the Government in regard to the 
bnsinotts of telegraphy in this country ? In other words, if the parties 
had pat their personal capital into the development of this business ex- 
clasively, instead of the greater or less proportion of it being derived 
&om the business itself, do you suppose that the same seeming demand 
for interference on the part of the Government would have occurred ? 

Mr, Day. Perhaps not. 

Senator Wilson. If not, what is your judgment as to the effect of 
the application in a greater or less degree of that principle in this or 
some other case ? 

Mr. Day. I see no chance of that principle working in anything else 
in this country now. I do not think you are going into the iron busi- 
ness or the railroad business, although you might do it constitutionally, 
yoa might do it, perhaps, economically, and you might do it just as 
weU. But I think that all of those principles are, as I have said before, 
so remote and contingent, that parties in business who do not stop to 
reason as lawyers or Senators reason, cannot do their business on that 
basis. If that were the case they never would do any business, I think. 

Senator Maxey. I think your idea is that in the exercise of the right 
of eminent domain by the Government the business man looks to the 
proximate and not to the remote cause of interference by the Govern- 
ment. 

Mr. Day. Yes. 

Senator Maxey. He simply applies that maxim of the law in his 
bosiness transactions t 

Mr. Day. Yes, sir. 

Senator Wilson. I have been putting my questions because they are 
ninning more or less through not only my mind but the minds of others^ 
and I wai^t to draw out from you, looking at it from a different stand- 
point, your views in regard to the subject. 

Mr, Day. The very nice distinctions have not occurred to me as much 
as they hare to you, and I may not answer as intelligently as I other- 
wise woold. 

The Chaibman. Can yoa inform us what this stock cost the estate f 

Mr. Day. I would not like to misrepresent that in any way. 

The Ghaibman. Was it bought before the late heavy stock dividends 
were declared t 

Mr. Day. The governor had a small amount of stock at the time this 
change was made — what they call watering of the stock. He bought 
the balk of the stock within a year or a year and a half. He was a 
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large dealer. He always made Western Union a subject of investment, 
and sometimes bought a million or two millions of stock at a time when 
he considered it very low, and if it got above 100 he would always sell it. 
He always said, '^ When it is below par I consider it very cheap stock.'^ 

The Chairman. On the whole, it has been a very profitable specula- 
tion, has it not ? 

Mr. Day. I would not like to say at present, for I do not know whether 
it has or not. I suppose that the governor has made money out of 
Western Union, as he was a man that made money out of almost every- 
thing that he touched. He was a very shrewd and intelligent man in 
Jhis investments. 

I would like to say a word more: I think that one of the bugbears of 
this whole matter, and one that has given rise, to a great extent, to this 
proposition on the part of the Government to control the telegraph, is 
the danger of consolidation. I do not wonder that it is a bugbear, but 
I would like to make one remark in regard to it. The policy seems to 
have been, heretofore, that when there came up any rival or any compet- 
itor in this business, they would either be bought out or would be leased, 
or a combination would be made with them — ^in other words, that they 
would be controlled. That has been the policy heretofore.* But you 
<;au see very well, and we who are in the city know very welL that ^at 
business is at an end. Tt is a self-destroying policy. It only induces 
people to build more lines, and it swells itself to such dimensions — it has 
got to such dimensions now — ^that if they should attempt to do that 
again it would break the whole thing to pieces. It could not possibly 
be done. It destroys itself. It simply holds out an inducement for 
corporations or people to come forward and be bought out. The West- 
ern Union has got three companies on their hands now. Competition 
has got to go on. That is the safety of our country. The Western 
Union can never again combine with or control any other companies. 
It would not be allowed. It is not allowed by law. You know prob- 
ably that to combine with other companies, to buy the stock of other 
companies or to lease other companies, is against the law of every 
State. It is against the common law of corporations. It cannot be 
done except by special legislation. It so happened that in Kew York 
some ten or fifteen years ago, when nobody thought of anything of 
this kind, permission was given to unite, which they thought was a 
^ood thing, because it allowed the business to be done cheaper. They 
permitted that by special legislation. It is not the case, however bh a 
rule, in any other Htate. I have been trying for a number of years 
to get a bill through the legislature of the State of New York to allow 
corporations to combine and consolidate. I cannot get it. Money will 
not bay it. The gas companies of New York offered $50,000 to anybody 
that would present them a bill for that purpose. So that the law itself 
protects the Government and the citizen in almost all the States against 
these combinations, and I have no doubt that that law will oe altered 
in the State of New York, and that they will not allow that thing any 
more. It is destroying the Western Union. It is swelling its capacity 
to such dimensions that it cannot stand it any more. Everybody sup- 
posed it could not live under the present status of $80,000,000. 

The Chairman. An increase does not look any more impracticable 
now than^ it did when the stock was at $40,000,000? The present pros- 
pect of an increase to $100,000,000 is as great, is it not? 

Mr. Day. If you were on the ground you would see that it is not 
When you get it up lo $80,000,000 you cannot enlarge it much more. 
The people will not stand it. They have got it now so that you cannot 
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possibly get more tbdih 6 per cent, on it. That is the best that can be 
done, as you will see. The principle cannot be maintained that every 
person or corporation who pats up a few lines of telegraph can be bought 
out at doable the value of the stock. Of course, that would induce every- 
body to go into it. It destroys itself. 

The Chairman. Why do you think Western Union stock will not 
yield over 6 per cent., when the published statements of the Western 
Union Company show that they earned over 9 per cent, last year above 
every expense, construction and all t 

Mr. Day. That may be. But take the Baltimore and Ohio. We all 
want to be reasonable. What is the effect, if competition can exist — ^and 

^ I say it must ? There must be competition. I say the Baltimore and 
Ohio, the Merchants and Bankers', and three or four others never can 
be combined with the Western Union. Jf competition can exist, that 
will take care of the rates. As a matter of economy, the Government 
does not need to lift its hand. The business will be reduced to such a 
point that it will only be a good paying business. When it is swelled 
up to 10 or 15 per cent., competition again brings it down. We know in 
this country that every business presenting such opportunities is over- 
done. It is shown every day. They are building these telegraph lines 
all the time and will reduce the price of telegraphy so that it will neces- 
sarily only be a good paying business. The principle of business as it 
has operated in every case will apply here. Competition will bring it 
down. I have not the least question about that. I think as a matter 
of good legislation that the Western Union had better be left to take 
care of itself. Foster the other companies and let the other companies 
develop, and it will bring the profits of telegraphing down to the lowest 
minimum of living rates. If that is not wise, I think that you ought to 
appoiut a commission to take all the telegraph property in the country 
in your own hands and manage it. You can do it for one-half the rates 

■* that are chaiged now. For instance, suppose you issue a hundred mill- 
ion or eighty million of three per cent, bonds and buy this property up 
at its present market rate. Then you are getting for 3 per cent, the 8 
or 9 per cent, that is now earned, and you can of course reduce your 
messages 66 per cent., and that is as cheap as you want them. You 
will nevei: do it so cheap again. That is an easy way to do justice. 

The Chairman. Suppose it should appear that we could get jueitas 
good a property for $20,000,000 as we would get in this way Vor 
$80,000,000 ; do you think it would be our duty to pay $80,000,000 ! ^ 

Mr. Day. I do. I think that the $60,000,000 you would save you 
would take right out of the pockets of men who have spent their 
money, of dead men who have gone to their reward and left their es- 
tates in the way that Governor Morgan has left his. I think you would 
take $1,000,000 away from hiro^ away from a man who dex)ended upon 
justice being done him. I think m the ten thousand cases you would tnke 
it away from widows and orphans. What is it ! What is $40,000,000 
compared with doing justice and setting an example of trnth and honor 
and honesty in a Government ? It is not anything. It is not worth notice. 

^, I think that every honorable individual member of the Government 

oaght to say, " Gi^ntlemen, if we are going to do this we will pay the 
bUl.» 

Senator Palmer. I understood you to say that you could show a 
way whereby Government control could be exercised without the inva- 
sion of private rights. 

Mr. Day. I did. I mean just what I have been saying now. If they 
do take the property under the right of eminent domain, let them take 
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it at its fair commercial valae, at a fair legal rate. I say it would Ij 
just to take it as it stands now. I do not think you are obliged to ii 
flate it. The property is worth so much in the market. If yoa pass 
bill now I think it would be just to say, ^< We take it at its present mai 
ket rate.'' 

Senator Palmeb. That would be a purchase, not regulation or sai>ei 
vision. 

Mr. DAT. If it is to be regulated, then I would let such a company a 
the Western Union run it. Regulate the prices and let them get a fai 
rate on their money. I do not think it would be objectionable to sa^ 
*^ Gentlemen, you shall have 6 per cent, upon your property and n 
more." 

The Ghaibmman. You think there is going to be a strong competi 
tion, do you not f 

Mr. Day. I know there is. • 

The Ghaibman. And that is going to hurt the Western Union f 

Mr. Day. I know that. That is what I say. I say that competition wil 
take care of the rates. I know there is going to be competition. I kno v 
the Western Union cannot buy any more. I know the directors auc 
the president and all the officers. I have got some of the stock. I hav^ 
been init for years and years, and I know they cannot take in any more 
It will break the whole thing down by its own weight. 

Senator Paxmeb. Suppose we should pass an act by which they wen 
to receive only 6 per cent. Do you not think that would be liable tc 
evasion f 

Mr. Day. I do not, because I think the Government could control it 

Senator Palmeb. Would there not be evasion by the payment of im 
mense salaries and by rebates to particular parties, &c. f 

Mr. Day. Put a clause in your bill to the effect that all those ques- 
tions shall be matters of Government control, subject to revision and 
subject to examination. There is no difficulty in that matter. 

Senator Palmeb. You would favor the establishment of a censor- 
ship f 

Mr. Day. I would. If I was going to have any Grovemment inter- 
ference, I would have it thorough. I would have it carried out so that 
there would be no evasion. I would have it honorable and honest on 
both sides. 

Senator Wilson. Do you think you could, without too much trouble, 
formulate that idea into a bill that we might consider T 

Mr. Day. I am a very busy man in my profession, and I am not a 
Congressional lawyer. I think I can do it, but I should want a month 
for it. I should not want to do anything nastily in this matter. It is 
very far-reaching. The truth is that now you are adopting a policy 
that is going to reach through the future history of this Government. 

Senator Maxey. Let me refer to a point upon which you have al- 
ready touched. Take Texas, the State in which I live; we have there 
very stringent laws against one company absorbing competing compa- 
nies. I presume they also have in other States, but I only speak for 
my own State. 

Mr. Day. It is the common law in this country. It is not so in Eng- 
land, but it is so in every State in this country. 

Senator Maxey. We have a statute which is peremptory in forbid- 
ding any competing company to absorb another.^ That question has 
been passed upon by the Supreme Court in the Florida Telegraph case 
so far as the inter-State commerce and commercial power of the Govern- 
ment is concerned. What would prevent the Government of the United 
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States fix>m passing an act which would prohibit a company from absorb- 
ing competing companies, in other words, making a national statute 
which would carry out the object of many of the State statutes in re* 
spect of competition? 

Mr. Day. If you could bring it under the provisions of the Constitu- 
tion in regard to inter-State commerce, I think it might be done, but I 
would not advisedly say so. 

Senator Maxey. I speak from memory as to the telegraph case in 
Florida. I think it goes pretty far that way. 

Mr. Day. My view about these combinations and consolidations now 
is that where one line reaches over into another State, and the organi- 
zation is under different States, and you have charters in different 
States, that the combination and consolidation permitted in the State 
of New York does not reach into other States, and that they can inter- 
fere with it and stop it. 

Senator Maxey. For example, suppose the Baltimore and Ohio Com- 
pany extends its lines, as it is now endeavoring to do, down into my 
State. I insist that my State has a perfect right to apply its laws to 
that company. But I am speaking of a general statute to cover the 
point. 

Mr. Day. In the State of !N'ew York the special statute authorizes to 
companies to combine or one to buy the stock of another; but the 
moment you get over into another State they can interfere. I have a 
view now with regard to the Western Union consolidations in all of 
these cases where they go from State to State, that the States can in- 
terfere with them if the stockholders choose to bring the matter up. 
It follows from that that the attorney-general of any of those States 
can interfere, because corporations are not only the creatures of States, 
but they are in a certain sen9e the agents of States. They get great 
powers from the State, and the State has control over them and has a 
right to see that tiiey do exactly what the various statutes require and 
authorize, and serve the public in the way in which they are authorized 
to serve the public. Therefore the attorney-general of any State can 
intervene when a corporation is not doing its duty and say, ^^ Either yon 
must X)erform the duties that you were authorized to i)erform or we 
shal! take your charter away." There are thousands of ways of pro- 
tecting it, gentlemen. 

Senator Sawyeb. I would like to ask you a question. Do you think 
we have the right to fix for the present telegraph companies a maximum 
rate that they cannot go beyond t We have done that in our State on 
the railroads, and the Supreme Court sustained the action. 

Mr. Day. I think so as between State and State; but I am sure yoa 
would have no right to interfere in States. For instance, the Western 
Union, if organized under the laws of the State of Kew York, would be 
governed in the State of l^ew- York by those laws. You cannot interfere 
with the rates there. There is that reservation. 

Senator Wilson. Suppose the attorneys-general of the several States 
should make that movement and interfere with the consolidations which 
have been made ; would net that have an effect on the Western Union 
very nearly similar in its nature and extent to that which interference 
here wocQd havef 

Mr. Day. I am very much afraid it would. I should not want to buy 
any stock under thpse circumstances. 

Senator Wilson. Therefore that power to interfere is a present one 
in the case. 
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Mr. Day. That is what I say. It is a present one reserved to th 
States themselves. 

Senator Wilson. IThen this would not be injecting a new danger int 
thecaset 

Mr. Day. No, sir; I think not. I think the Government has a rigL 
of controlling inter-State communications and inter-State commercM 
There is no question about that. They have been constantly increasin 
their power in that direction, and probably always will have it. 
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OF ABQVMENT BEFORE THE COMMITTEE ON POST-OFFICES AND POS:i 
B0AD8, UNITED STATES SENATE, FEBBUABT 14, 1884, IN BEHALF O. 
THE ESTATE OF EX-QOVEBNOB EDWIN D, MOBOAN. 

I shall not base my argument against the building of telegraph line 
by the Government on legal or constitutional grounds, but on ground 
of policy^ economy, and justice to private citizens. I appear as the es 
ecutor or Edwin D. Morgan, deceased, whose estate is largely interested 
in telegraph stocks. 

I. The Government ought not to engage in any business enterprist 
which can as efficiently be done by citizens. It leads to patronage au< 
corruption. It implies an immense array of office-holders and office 
seekers. 

II. The building of telegraph lines by the Government is not de 
manded'by the public good. 

(a.) The telegraph service is as nearly perfect now as it can be, anc 
no one complains. 

(b.) The only reason given for the measure is the reduction of pric< 
in telegraphic communication. Thi^ has been and is being accomplish ed 
every year by construction of new and competing lines. Look at re 
duction of prices in the last ten years, and at the new lines built and 
now building. It is no answer to say these will be bought up by the 
Western Union. This process of consolidation must stop. It works 
the destruction of the absorbing company, by ever stimiQating new 
lines. It is a self-destroying process, and will go no further. 

(c.) Kew lines will be built as long as the business is profitable. Th€ 
same rules of competition which holds in railroad and manufacturing 
business does and will hold here, and they are certain to operate in the 
reduction of telegraph rates to as low or lower point than the Govern- 
ment can afibrd to do it. Why, then, as far as expense is concerned, 
should not the telegraph business be allowed to work itself to fair rates, 
like all other business, without Government interference! 

If Government does not intervene, nothing will stop the multiplica- 
tion of telegraph lines but the want of business for them and inade- 
quate remuneration. 

(d.) Again, it is contrary to the common law in this country for cor- 
porations to consolidate, lease the works, or buy the stock or control 
another. It can be done only by special legislation. The Western 
Union obtained this special legislation in New York, but in most States 
it does not exist, and it can be repealed in all States when the public 
demand it. 
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in* It is not necessary for the Government to interfere for the integ- 
rity of the postal service. There is a marked difference between the 
postal service and telegraph service. In this country particularly uine- 
tenths of the telegraph service is purely about business, and mostly 
speculative business in stocks and options, and the Government might 
safely leave it to be governed by the general rules of business, and re- 
lieve itself of a great responsibility, and free itself from a source of 
I>olitical corruption. 

lY. My chief objection to a Government telegraph is that it is a 
great injustice to private citizens. 

The Government should be the fountain of justice, the example for all 
honor and fairness. If it is faithless to its obligations and careless of 
the rights of its citizens, its influence is only demoralizing. The citi- 
ssen regards it as his enemy, and will defend himself by endeavoring to 
contool legislation by improper methods. The injustice to the citizen 
in this case is apparent. 

(ct.) The present lines of telegraph have been developed while the 
Gk>vemment stood by and approved and received great benefit from 
them. They were at first experiments : were built when the country 
was in need of them ; many as extended to distant and out-of-the- 
way places, depending on a future development of business to render 
them profitable. It would be a great wrong to private citizeus now to 
destroy all this property. Would it not be almost an act of meanness 
now for the Government to build telegraph lines on the great routes 
and leave all these non-paying out-of-the-way routes to the existing com- 
panies? Oan the Government afford to do such actsf 

(ft.) With equal propriety might the Government own and run iron 
works because it is an immense consumer of all kinds of iron, or it 
might build railroads to carry its mails. It has never run a stage- 
coach or a railroad to carry its mails. It has hired this service. Wliy 
should it not hire its telegraph service f 

(c.) The building of telegraph lines would thus destroy millions of 
telegraph property belonging to tens of thousands of private citizens, 
would ruin enterprises which it has for years fostered. .Such a wrong 
no Government can afford to do. 

Y. Governor Morgan's case is a fair specimen of the wrong which 
would be done in thousands of cases. 

He and his family, at his decease, owned 20,000 shares of stock of the 
Western Union Telegraph Company, and hold it now. The majority of 
it was bought at above present prices. 

He was for a long time director in this company, and had great con- 
fidence in this security, and leffc a large part of his estate invested in it. 
He spent a long, useful, and honored life in amassing his fortune. He 
used his means and his influence for his country in times of i)eril. He 
was the loyal war governor of Kew York in our dark days, and pledged 
his own fortune to raise means to equip regiments for the field. He died 
tall of honors. leaving, as he thought, an ample fortune ; so ample that 
he distributed in charities and legacies, outside of his immediate family, 
11,200,000, and left this telegraph stock, in amount about two millions 
of dollars, most of it as a trust fund for the support and maintenance 
of his family. As his charities and legacies must be paid in cash, all 
loss resulting firom the depreciation of this stock fall on his family, and 
works a great hardship. 

This is but one instance out of the thousands of wrongs which will 
be done by this measure. 

8. Bep. 577, pt. 2 ^11 
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Could Governor Moi'gan have foreseen saoh a contingency as this, 
he would have altered the whole disposition of his estate. 

Is there a pressing need to justify a measure which will work such 
destruction of valuer-destroy the plans of the dead and the fortunes of 
the living f 

YI. If this measure is a necessity, then it should be carried ogt in a 
manner so as to do no injustice to present owners of telegraph stock. 

The telegraph property in the country should be taken under th.e 
right of eminent domain, and paid for at the fair market and commer- 
cial value of the same. 

It would be grossly unjust to take advantage of all the improve- 
ments which the telegraph companies have developed at great cost in 
years past, in building cheap lines between great centers, and leave the 
feeble and unprofitable lines to the present companies, and to bear the 
risk and burden of all enterprises and improvements heretofore under- 
taken. 

HENEY DAT, 
Hxecutor wad Oaumel of the JEsta/te of JEdwin 2>. Morgan^ Aeifd. 
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OF THE 

BANKERS AND MERCHANTS' TELEGRAPH COMPANY, 

Fo. 187 Bboasway,- 

tl SS5. SrSiyag!^. new Tobk, JvAr«ary 16, 1884. 

To the Chairman and Members of the Committee on Post-Offices and Post- 

Beads of the United States Senate: 

QxNTJJoaaxi On behalf of the Bankers and Merchants' Telegraph 
Company, I desire to lay before yon an exhibit of its condition and 
prospects, together with a brief statement of its plans and purposes. 

We fioliy appreciate how disastrous it would be for the people and 
business of this country to be left subject to the tyrannical control of 
tiie Western Union Telegraph Gompany. If there wad no rescue from 
monopoly except by the strong hand of Gtovemment interfer^ice, then 
such interference would be justified in its origin and welcome in its 
results. But we respectfully claim that a telegraph system operated 
by the Government ought not to be adopted except as a last resort, 
when it clearly appears that the people, who are the sufferers from mo- 
nopoly, are unable, of themselves, to obtain relief. Such relief may be 
obtained by means of competing companies. 

Of such competing companies, the Bankers and Merchants^ Telegraph 
Company is the largest, and is, nrom its very structure, an anti-monoply 
and popular corporation. 

It is not an adjunct to a railroad company, nor is its telegraphic 
apparatus of so novel and expensive a kind that it can hope to do busi- 
ness only between a few large cities. 

It was organized in 1881, because the then existing state of things 
was too oppressive to be borne, and it has since drawn to itself other 
organizations whose charters demanded freedom from monopoly, and 
eonsequent independence of Western Union control in any form. 
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There is no dahger that this company will merge with the Westent 
tJnion. Much of its most valuable property has been acquired on the 
express condition that in (5iase it shall cease to do business as an inde- 
I)endent company, uncontrolled by those whose interests now lie witti 
competing corporations, then the right to have or use such property 
shall cease. And ftirther, in case of any such merger with Western 
* Union, the companies now associated as parts of the Bankers and Mer- 
chants' Telegraph system would sever their present connection and be 
free to continue business as sepan^te organizations. 

Nbr can it be driven from the field by a war of rates. Its stock is 
wholly free from ^' water'' 5 its property has been bought at fair prices 
. and pai(} for in cash. By the excellence of its telegraphic service it has 
more than held its own against all its competitors. As an illustration 
J will merely cite the &ct that it transmits more of the dispatches sent 
between the New York and Philadelphia Stock exchanges (a service 
demanding the highest efftciency) than all other telegraph companies 
. combined. 

-^ It is. one of the very few companies whose operators remained in 
' service during the whole of the great telegraphers' strike. 

The Bankers and Merchants' Telegraph Company now has in opera- 
tion a- pole mileage of nearly 5,000 miles, and a wire mileage of over 
34,000 miles, and has under contract, now building and to be completed 
within a very few months, a ftirther wire mileage of over 30,000 miles. 

I send herewith a map of the United States, showing our telegraph 
system, by which it will appear that we shall, within a short time, reach 
with our own lindl from the great lakes to the Gulf of Mexico, and from 
the Atlantic to the Missouri Biver, thus covering all the territory within 
which the mass of telegraphic business is done. 

We Shall also, by contracts with other companies, transmit messages 
to localities not as yet covered by our own lines. A favorable contract 
has also been made with a cable company for a cable to Europe. 

The Bankers and Merchants' Telegraph Company now has open 400 

offices, and is rapidly establishing district telegraph companies, giving 

^ample facilities for collection and delivery of cUspatches in large cities. 

We have a contract with the United Press Association for t£e trans- 

_ mission of its news dispatches. 

^ . We also have a controlling interest in the United States Telephone 
Oop)pany, which owns the McDonough patents, and in the Commercial 
Telegram Company, which owns the Field patents, instruments under 
whicb^ for the transmission of stock and produce quotations and gen- 
eral news items, are being adopted as substitutes for those owned by 
the Gold and Stock Telegraph Company, and controlled by the Western 
( Union Telegraph Company. 

^ We are ready to enter into a contract with the United States for the 
transmission of telegraphic dispatches over our lines upon very reason- 
able terms, and we believe that we can x)erform the service more efficiently 
and economically than it could be done by the Oovemment. 
Very respectfully, your obedient servant, 

A. W. DIMOCK, 
President Bcmkers cmd Merchants Telegraph Company^ 
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Waltbb p. Phillips sworn and examined. 

By the Ohaibman : 

Question. Have yon any statement yon desire to submit to the commit- 
tee before we propose any questions t — ^Answer. I have taken the trouble, 
Mr. Chairman, to prepare some rather rough notes on the subject of the 
telefpraph contracts with the press associations, which I will read. { 
shall be very glad to be interrupted at any time, because it is not a con- 
tinuous story, and I may throw some additional light on the subject as 
I go along. 

I do not know what the prospect may be of your passing a postal tele- 
graph bill at this session, but I am sure that Congress should recom-' 
mend to the Western Union Telegraph Company some action contem- 
plating the relief of newspapers wMch are debarred from receiving * 
Associated Press dispatches, and which can be reached by none but 
Western Union wires. This end I think could be secured by establish- . 
ing a uniform rate to the press associations upon a basis similar to that^ 
in vogue in Europe, and whichis 25 cents for seventy-five words in the* 
day-time, and 25 cents for a hundred words at night for transmissipn to 
a single paper at any point, with 4 cents per hundred words added fof 
each and every additional paper served in a place. According to the 
showing made by President G-reen before this committee, the ^mmer- 
dal rate in this country, all things being considered, is no higher than 
it is abroad, and t£at being true, I see no reason why the charge for 
press service should be any higher than it is abroad. The commercial : 
rate both here and in Europe is open to everybody, whether he sends . 
messages to a single point, or a large number of messages to^many dif- 
ferent places, and it seems to me that it would be an experiment worth 
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trying for Congress to disapprove of any contract relations existing be- 
tween one combination of newspapers and the Western Union Tele- 
graph Company, which contemplates the placing of another smalleir 
combination of newspapers at a disadvantage. 

The Associated Press people argne that there are too many newspapers- 
already and that new ones should be discouraged ^ but if this is a Gov- 
ernment by the people and for the people, the same facilities for makings 
newspapers should be given to one as to another. There is no premium 
put upon printing presses, or white paper or type, or labor. A young- 
paper can have any or all of these on just as favorable terms as a paper 
wMch has been in existence for fifty years, but in the matter of news,, 
a commodity affecting the interests and purposes of mankind more 
closely than any other element contributiug to newspaper success, the 
Associated Press, by a shrewdly-draWn instrument, studiously calculated 
to meet its own requirements and operate to the disadvantage of it» 
rival, builds up a wall around the only telegraph company that can 
serve everybody, and makes it impossible for other associations to do 
business on a paying basis, except on the lines of such incomplete op- 
position systems as happen for the time being to be in the field. 

I see no reason why the rate adopted by the British Government for 
the transmission of press dispatches should not be applied by the West- 
em Union Telegraph Company to the business of the two press asso- 
ciations, so far as either may wish to use the lines of that company^ 
irrespective of the number of points to be served. This rate would bo 
quite as profitable to the Western Union Telegraph Company as those 
established by its contract with the Associate Press, and hence the 
Western Union would not be likely to object. It would certainly be a 
satisfactory arrangement for the United Press, and I see no reason why 
the Associated Press should complain unless it desires something far 
in excess of a fair field and no favor. 

Whatever Congress may ultimately do in reference to the postal tele- 
graph, a long time must elapse in any event before the Western Union 
system can ever be duplicated. In the mean time that company is a 
necessity to every patron of the telegraph. The number of its wires^ 
the variety of its routes, its thoroughness in reaching points to which 
competing telegraph lines would find it unprofitable to buHd, render it 
a pnblic necessity. 

Mr. Emerson said of Nature that she needs all men but needs no 
man much. The Western Union may need all the patrons it can have 
but needs no particular one overmuch. But men need Nature, and so 
as telegraph destinies have been ordered in this country for the past 
ten years, every newspaper, and every press association is dependent 
in some measure on the Western Union Telegraph Company. It is the 
x)nly company that can serve all points with press dispatches, and its 
system should be as accessible to one press association as to another 
without regard to the amount of such patron's business, or whether it 
is given in its entirety to the Western Union Company or divided 
among a dozen companies. If I only send one commercial telegram 
per annnm, I get the same rate as if I sent one every day, but when I 
ask for a press rate on a business aggregating hundreds of dollars per 
week, I am met with the Associated Press Contract, which was drawn 
quite as much with a view to make it impossible for an opposition press 
association to serve its papers decently for anything they can afford to 
pay^ as it was to give the Associated Press a rate on an established 
business, which brings the average price to each of its papers down to 
6^ cents per one hundred words, as against an average rate of fully 
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$1 per one hundred words to such of the United Press papers as are 
served by the Western Union Telegraph Company. As long as that 
mischievous contract is in existence, however justly disposed the West- 
em Union Telegraph Company may be^ it is powerless to do more than 
^ve other press associations the same rate on^its entire business, even 
if it can go to that length. But the truth is, no plan of working is so 
onerous to a competing press association as the one devised by these 
Associated Press people and accepted by the Western Union Telegraph 
Company. It is constructed upon a mileage basis, and while to the 
Associated Press it means one-eighth of a cent per word for a '^ drop'^ 
to as many papers as it may be pleased to serve at Savannah, for in- 
stance, to all others it means more than ten times that sum, unless, like 
the Associated Press, they have occasion to serve the same dispatch to 
Kew Orleans. This is only one instance in hundreds that can be cited, 
going to show that there is no justice for me or my principals in the 
liEhce of an existing contract which not only secures the Associated 
Press a phenomenally low rate, but which at the same time is used as 
a standard with which to measure and pass upon the requirements of 
another combination of newspapers whose wants are difierent, whose 
number is smaller, and whose territory is less extended. 

Q. Have you copies with you of any of your contracts with any of the 
telegraph companies f — ^A. I have not them with me, but I am familiar 
with the contents of all of them. I can furnish copies of them, or I can 
tell you anything that any of them contains. • 

Q. With what companies have you contracts now f — A. I have a 
brief contract with the Western Union Telegraph Company on a small 
service west of Pittsburgh, and I have an understanding with the oppo- 
sition tel egro ph companies, which scarcely amounts to a contract at 
present. We have agreed with the opposition telegraph companies to 
do certain things by their lines provided they can furnish the facilities, 
bat the opposition companies are pretty weak, and this has been a bad 
year for them. The storms in the West and the floods have rendered 
them about hora du combat. 

Q. Do you know the rates that the Western Union Company charge 
the other associations ? — A. I get my knowledge simply from what I 
have read that has come out before this committee in the testimony of 
Dr. Green and the pamphlet by Mr. Somerville. As I understand it, 
they have a rate from the Western Union Telegraph Company which 
makes the rate to each individual paper 6^ cents for each hundred 
words, on an average. I do not know who devised this contract. I 
assume that it was devised by the Associated Prees, as I know that it 
has always been the idea in the Associated Press office, where I was 
employed for many years, that if they could get up some sort of con- 
tract that would apply to distance, and base it on the ready-made busi- 
ness that they have, it would be a scheme which woald bar out every- 
body else. For instance, if the Associated Press, having clients from 
New Orleans to Washington, get a rate at Bichmond of an eighth of a 
cent a word, that enables the Associated Press to serve Bichmond for 
$25 or $30 a week. I get a rate from Boston to Newport, which is 20 
or 25 miles, of a cent a word. That is the best I can do. A paper 
there that is willing to pay as fair a price for its news as an Associated 
Press paper would pay at Bichmond gets 250 words a day as against 
1,500, 2,()00, or probably 2,500 that would go to Bichmond. 

Q. Your understanding is that the Western Union Company have a 
contract with the Associated Press by which they furnish news tothe 
papers at 6^ cents per hundred words on an average. Over what terri- 
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tory does that extend f — A. I anderstand that they have a contract ol 
which that is the resalt. They make a contract with the Associated 
Press to serve their newspapers on the basis, as I anderstand, of a quar- 
ter of a cent for 300 miles, and one-eighth added for every additional lOCl 
miles, and so on ont to the terminus, and then to make the <^ drops " a.t 
an eighth of a cent a word. Tbey of coarse serve a great many papers 
in a place, and when the expense is divided up among all the pai>ers 
that are served, that brings the rate down to 6i cents a hundred words. 
That is a very nice contract for the Associated Press, but it is a xrery 
bad contract for anybody else, because it does not give them any earthl.y 
chance to get served. As long as they can keep everybody in a condi- 
tion where they cannot start, no one can succeed. If the Western Union 
Telegraph Company would trust me for a hundred thousand dollars and 
would let me riin up a bill for that amount until the end of the year, X 
woutd have the business pretty evenly divided, because the Associated 
Press is not popular, and people only stay in it because they have faith, 
to believe that the Western Union will not sell out, whereas no matter 
how promising other companies may be on the start, it is not usually- 
very long before they are absorbed by the Western Union. 

By Senator Jackson : 

Q. Do you understand that there is anything in the contract between 
the Western Union and the Associated Press that prohibits the Western 
Union fro{n making the same terms with youf — ^A. I do not; but the 
trouble about the matter is that the United Press is not prepared to 
work under a contract that has been drawn by somebody else. We 
would like to work under a contract of our own devising ; but that is all 
we can get from the Western Union Telegraph Company. They will 
give us a special rate, or, they say, ^'We will take your entire business 
and give you the same rate as the Associated Press," which is on its face 
generous enough. 1 have no fault to find with them; but as long as 
this contract lasts, it must work just in this way. We cannot compete 
with them under it. We cannot send 1,000 words in the day, and 2,000 
at night, and live under it. Now, for illustration, the Associated Press 
has seven newspax)ers in Chicago, and I have one. The Western Union 
charges nothing on account of the six additional papers. They serve 
the place. It costs me as much to serve Chicago as it does them. 

Q. Does not that grow out of the fact that you have less patronage 
than the Associated Press t — ^A. Yes, sir ; certainly. 

Q. Is that the fault of the Western Union f — A. I don't think it is ; 
no, sir. It is by no. means responsible for the fact that o.ne Press Asso- 
ciation is smaller than another ; but if the telegraph companies, or if the 
government in England, can afford to treat all newspapers alike, and if 
' they all get news on the same basis, I see no reason why the Western 
Union should not do it, as it would amount to the same thing in dollars 
and cents and would be fair to all. 

By the Chairman : 

Q. It prevents your company from doing business, except so far as 
you can do it over opposition lines f — A. Yes, sir ; it does. I cannot 
see any future for an opposition press association unless there is an op- 
position telegraph company, and even then it is pretty hard work, be- 
cause the opposition lines are limited in number of wires. They usually 
have one trunk line, and if there is a fire in Syracuse, for instance, it 
bums off all the wires they have to the West ; but if you burn the wires 
of the Western Union at the same point, they still have communication 
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with the West by way of Pittsburgh, or by some other roate. They 
have facilities with which to overcome every difficulty. As an employ^ 
of the Western Union T remember working a wire on which Boston was 
1,600 miles away on the occasion of a sleet storm in 1875 or 1876, and 
which made a circuit by way of Montreal and Buffalo and a number of 
points. I was told that it was 1,600 miles long, and that I must work 
it very carefully. But opposition companies under those circumstances 
are of no use whatever, and whenev^ they go to pieces I have no 
alternative but to file my business by the Western Union Telegraph 
Company at these high rates, and the result is very paralyzing to my 
treasury. 

Q. Do you get rates from the opposition telegraph companies that; 
enable you to sustain your business f — A. Yes, sir. I do not think any 
one would ever do business over an opposition line unless he could do 
it cheaper than by the Western Union, because the service is never so 
good. It cannot be. The organization is always inferior. The West- 
em Union is the result of forty years of experience and of brains, and 
it is a system as nearly perfect as any system can be. The only griev- ' 
anoe I have is that 1 have no opportunity to use the Western Union on i 
terms that I think I can stand. 

Q. Do you say that you can have it on the same terms that any other 
press association can have it? — ^A. On precisely the same terms, if I give 
them my entire business, and conform to the terms that are given in the 
Associated Press contract. I will not say for sure that I could, but my 
Impression is that in that case the Western Union Company would 
make a duplicate of that contract with any other press association. I 
do not think it is a fair contract for application to the needs of any one 
except those in whose interest it was drawn. It fits their case, but does 
not fit anybody else's case. They took particular pains in drawing it^ 
that it should fit no other case than their own. I heard that contract 
talked over for a year before I left the Associated Press. I heard them 
say what they, were going to do, and what the effect would be. that it 
was going to give the Associated Press a practical monopoly of the news 
business, and that they proposed to bulldoze people right and left, and 
do just as they pleased after it was made. But the association which I 
represent has been going, in one shape or another, for thirteen years 
past, and it cannot very well be killed offl It is in better condition to- 
day than it ever was before. I do not think there is any possibility for 
the Associated Press to kill off those newspapers that it declines to^ 
serve. They must go on. 

Q- To what extent do you use the Western Union lines f — A. I use 
the Western Union in the day-time west of Pittsburgh to Columbus, Cin- 
cinnati, Louisville, Saint Louis, Chicago, and Milwaukee, and then I . 
distribute west of Chicago to a great many papers in Iowa and Michigan 
and Wisconsin and even up into Dakota by the Western Union, for i^ 
is the only line there is in that section. Then there are several wires 
leased from the Western Union by newspapers which are clients of the 
United Press. The arrangement, however, is between the newspapers 
and the telegraph company. The Kashville World leases a wire from 
the Western Union between Louisville and Kashville, and the Iowa 
State Leader leases a wire from that company between Chicago and 
Des Moines. 

Q. What does it cost you for the use of those lines as compared with 
what it costs the other association f Can you give us an approximately 
correct idea as to the difference between the prices you pay and the 
prices paid by the other association f — A. The other association does 
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not lease wires ftoni the Western Union, I believe, except in one or tw 
cases. The Associated Press proper leases one wire between New Tor! 
and Washington. The New England Associated Press leases anothe 
from New York to Boston, bat that is the extent of the leased wir 
system. The papers belonging to the United Press lease wires froc 
the Western Union to a greater extent than that company leases wire 
to the Associated Press. 

' ^ Q. I understood yon to say in some cases that yoa mentioned that i 
cost yon $1 a hundred words for service where papers of the otbe 
association were served for about 6^ cents a hundred words t — ^A. Well 
for instance, I serve Detroit, Cleveland, and Toledo, by the Westeri 
Union. They charge 3 cents a word for those three points, or 1 cent i 
word for each. Under the contract that the Associated Press has, th< 
price would be three-eighths of a cent a word for those three ^^ drops,' 
but of course there would be a terminal point at the end whi(^ woulc 
raise that price somewhat, but not anywhere near 3 cents. It might 
bring it up to 1 cent. I noticed that Dr. Qreen said in his testimony 
the other day that New Orleans was charged 2^ cents per word and be 
gave the South twenty-two '^ drops ^ at one-eighth of a cent a word and 
the result was that they received 1,500 words for about $1.85. I pay 
for these points I serve west of Pittsburgh more than $1.85 for l,50(j 
words to each place. 

By Senator Jaokson: 

Q. I understand you to say you think the Western Union would give 
you the same contract that they extend to the Associated Press f — A. 
Yes, sir. 

Q. Then what is your difficulty f Why not make a contract with them 
on the same terms and be placed upon the same footing ? — ^A. Simply 
because I do not need that sort of contract to serve the number of 
papers that I have to serve, located as they are. 

By Senator Palhbb : 

Q. In regard to the Associated Press. Their contract with the news- 
papers makes them a kind of close corporation, does it not 1 — ^A. Yes^ 
sir. 

Q. No new paper can get the franchise without the unanimous censeut 
of all the other papers who have it t — ^A. The Associated Press is di- 
vided up into several organizations. There is the New England Asso- 
ciated Press, the New York State Associated Press, the California As- 
sociated Press, the Western Associated Press, and the New York City 
Associated Press. Each one of those organizations has its own by-laws 
and it« own officers, and the government of each is different ; but the 
general plan of operations contemplates that the local members shall 
have control of their own field. For instance, if a paper applies for the 
franchise at Providence, where the Journal already has the franchise, if 
the Journal objects, the paper making the application cannot get it. 

Q. That is the reason why these franchises are worth, say, $80,000 to 
Detroit, and $100,000 to Cincinnati, approximately. I have heard that 
a paper was kept alive at Cincinnati, at a loss, for the purpose of selling 
the franchise. I do not know whether that is true or not. I am asking 
for information. It seemed to me that the operations of the Associated 
Press were oppressive, and that it was impossible for a new paper to get 
into the field. — ^A. It is practically impossible. These newspapers in 
the Associated Press not only control the matter in towns and cities but 
they often have influence outside of them. I may refer to the case of 
the New London Day. It was a very lively paper, and got a circulation 
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oatside of its own territory until it had quite a following in Hartford.. 
At the instance of one of the Hart&id papers the price was put up on 
the Day from $30 to, I think, $70. Of course that was prohibitory. 
They could not stand that and it forced them out. They came to me. 
There was no way to serve them except by the Western Union. I went 
to one of the Western Union ofGicers and explained the situation, and 
he made a very comfortable rate for the Day, which enables me to servo 
it with a small report, which costs it exactly the same for 1,100 word» 
now that it paid before it was shut out for 10,000 or 11,000. 

Q. But the advantage the Associated Press has, is that it was in th& 
field first, and has many papers to serve by the same labor that a few 
would require. For instance, you say in Chicago it has seven papers f — ^A.. 
Yes, sir. 

Q. It requires the same labor to serve those seven papers that yoa 
would expend on one, is not that so ? — A. Tes, sir. 

Q. Suppose a new paper wanted to go into the field in Chicago, what 
would be the process to get the franchise of the Associate Press f — A.. 
I dent suppose any new paper could get it. There has not been a fran- 
chise sold in ^New York for the last twenty years. When the World,, 
which had been a failing property for a great many years, was sold by 
Manton Marble to Scott, of the Pennsylvania Railroad, Mr. Marble told 
me he put it in for just what he considered the Associated Press fran- 
chise worth, $250,000. 

Q. That would indicate that it is a close corporation among those- 
papers f — A. Yes, sir. 

Q. And the Associated Press is committed to them so that it cannot 
without their consent give facilities to other papers f — A. Yes, sir; that 
is the situation. 

The Chaibman. For all practical purposes, it is exclusive. 

Senator Palmer. The Western Union will give the same rates to- 
any other association, but others cannot afford to pay them because they 
have not the field and the number of papers to supply. 

Senator Sawyeb. But suppose an individual goes to Chicago and 
makes an arrangement to divide with ten men, and then enters into a 
contract with the telegraph company ? 

Senator Palmeb. Yes ; if he can only find them ; but ten men are not 
often ready for such an arrangement. 

Senator Sawteb. Or even seven men. 

By the Chaibman : 

Q. For all practical purposes, this arrangement results in suppressing^ 
all enterprise in the way of starting newspapers, does it not? — A. I 
think it would if all men were wise; but every once in a while some ono 
thinks he can make a newspaper go without the news, and he starts it, 
and coaxes us to build out to him, or he coaxes the Western Union ta 
give him something for what he can afford to pay, and in that way 
pikers are established. We l^ave one pai)er, the Boston Globe, which 
is admittedly the second paper in Boston. It has a larger circulation 
than any paper there except the Herald. It has successively passed 
the Transcript, the Traveller, the Advertiser, the Post, and the Journal,, 
and has taken the second place. 

Q. How do you reach the Globe T — ^A. I lease a wire from an opposi- 
tion company. 

By Senator Palmeb : 

Q. You supply them with news at a greatly increased expense to them 
in that way f — ^A. The service costs them more, according to the dia- 
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tance, than it costs any Associated Press paper, bat that is one of 
disadvantages of the situation. We cannot help that. All our pap 
pay a higher price for the news than the Associated Press papers. 

Q. Two new papers have been started in Detroit, the Journal and 1 
Times ; and the News is also outside of the Associated Press. How ; 
they served t — A. I serve the News and the Times. The Journal 1 
never made any application. They are both served by the West< 
Union. 

Q. That is done, I supx>ose, at an increase of expense? — A. Oh, y 
News comes very high to those pai)ers in Detroit. The Evening !Ne 
receives very little, but its telegrams cost it $60 per week, I think 
proprietor told me, and the service to the Detroit Times must be doul 
in cost to that of the Detroit Free Press, which is served by the As 
ciated Press. 

By the Chairman : 

Q. Is the news that you furnish free to all papers, or have yoa soi 
arrangement by which a paper cannot receive news through your as; 
elation without the consent of the other papers T — ^A. The entire mati 
of furnishing news to newspapers on the part of the dnited Press is d 
cretionary with the executive committee. The association is organiz 
in this way : It appoints a board of directors, consisting of thirteen, ai 
that board of directors appoints an executive committee of Ave, and th 
committee passes on all questions. They delegate very large disci 
tionary x>owers to me, and I act generally for the committee in the m^ 
ter of serving papers. That is entirely within the discretion of the co] 
mittee. 

By Senator Jaokson : 

Q. Gould your association supply all its customers through the Wet 
em Union t — ^A. Yes, sir. The]:e is no one outside of the Westei 
Union telegraph system. They go everywhere. 

Q. Does not your complaint come down to this : That you are not i 
strong as the Associated Press T — A. No, I do not think it does. 

By Senator Palmer : 

Q. Tou can get a contract f — A. I can get a contract, but I do n< 
want it. I did not draw it. It was drawn by people who drew it pu 
posely against the needs of every one who was in competition with thee 
That is all I ever can get I *can get their contract, or I can come i 
on a sx>ecial rate of one-half of the commercial rate i^ the day-time an 
one-quarter at night — that is, one-half and oneqaarter of the comme; 
oial extra word rate, which gives me a rate to Chicago of a cent and 
half in the day and three-quarters of a cent at night. 

Q. A word ! — A. Yes. 

By the Ghaibman : 

Q. Without opposition lines would it.be possible to build up a con 
petition in that business or would it be possible to make the news fre 
to any paper that wanted it t — ^A. An opposition press association conli 
not exist outside of the opposition telegraph companies, if the presen 
•contract between the Westetn Union Telegraph Company and the Ag 
fiociated Pr^ss were maintained. It would be impossible. There are i 
hundred and forty-odd papers on my list. It seems to me they are en 
titled to some consideration. 

Q. Your association is operated on a limited scale, and through thi 
opposition telegraph company so far as you are able to do so 1-^A. Yes 
43ir. 
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Q. If those companies shoald consolidate with the Western Union 
you would practically have to go ont of the business T — ^A. I would have 
to take the best rate I could get from the Western Union until some 
other opposition company got started. That has been the history of the 
United Press and its predecessors. It has been tiirown around from 
one opposition telegraph company to another. It never gets itself com- 
fortably situated before there is a sell out or a consolidation, or some- 
thing of that kind, and then it takes its patronage to the next best place, 
serves what it can by the opposition companies and gives the rest to the 
Western Union Telegraph Oompany at high rates. That is the very 
point I am after. I want to do what business 1 am compelled to do by 
the Western Union Telegraph Company at a rate that I can ajQTord. 
The result would be that !I would keep doing more and more by the 
Western Union Telegraph Oompany until I would do it all there. That 
18 the only place where some of it can be done at all. It may be in the 
future that these opposition telegraph companies will be stronger; but 
in the past, compared with the Western Union, they have stood in about 
the same relation as a splendidly organized railroad like the Pennsyl- 
vania BaUroad stands to a Washington night-liner. 

By Senator Sawyee : 

Q. If I understand you aright, supposing these contracts with the 
Western Union Telegraph Company between here and Chicago were 
abrogated, there is nothing to hinder one man out of the seven from 
making a contract for the total service, and dividing his news among 
the others. They would make the rate to a single man in Chicago at 
what it is now, and he might very readily divide with all who wanted 
itt — ^A. They do not generally do that. They would not permit you to 
do that. That would come under the head of what they call a special 
contract. In making a contract of that kind they would expressly 
stipulate that the matter should be used for your paper only, unless the 
contract was different from what they usually are. Usually they bind 
you to use the news for your own purposes and for no other. 

By Senator Palmeb : 

Q. Why do they not make a distinction in your favor, if you repre- 
sent a press association f — ^A. They would if they had the entire busi- 
ness of the United Press, which amounts to a hundred and twenty-five 
or a hundred and thirty thousand dollars a year. In consideration of 
having it alL they would give me the same rate they have given to the 
Associated Press. • 

Q. If Senator Sawyer or I could make a respectable showing of busi- 
ness we could get the same contract, could we notf — ^A. I do not know 
whether you could or not. 

Q. Is tiiere anything you have seen that would indicate that it could 
Dot be done! — ^A. Ko. In regard to the handling of special business all 
papers are put on precisely the same basis and footing; but when it \ 
eomes to dealing with associations there does not seem to be any way \ 
of dealing except to plaster the Associated Press contract on to us, which 
does not suit us. 

Q. What do you think would be the effeot upon the telegraph busi- 
ness of the country if the Government should establish four trunk lines 
to the principal points through the country and put the rates down to 
the minimum of cost? — ^A. I think as far as those four trunk lines went 
they would be very useful to the public and to the press ; but they would 
be even more limited in extent than the lines of the present opposition 
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telep^ph companies, which it is constantly demonstrated are inadeqni 
to the needs of the pnblic. 

Q. The present lines t — A. Yes, sir; the present opposition lines. 

Q. Then the Western Union Company possibly would put its ra 
down to the Government prices where there was competition and th 
leoonp or get back on rates to points where there is no competition a 
where the Government lines did not extend, wonld it not t — A. I do i 
know I am snre. I should think it would be quite natural for them 
try to make themselves whole in some way. Unless the Govemni< 
were to go into the business of building telegraph lines on a very < 
tended scale I do not think they would make much of an impress] 
on the Western Union Telegraph Company. The Western Union Co 
pany would go along in its own way. Government lines on a small sc. 
would be to the Western Union about what these Herdics down 
Pennsylvania avenue are to the street cars. They would both get 
they wanted to do. There is any quantity of telegraph business to 
transacted in this country. I do not think there has ever been a tii 
when there were wires enough in existence to handle the commerci 
press, and general telegraphic business between 10 a. m. and 3 p. 
^here is always a block on all the lines during those hours. 

Q. Then you think that no competition the Government could ests 
lish within the next three or four years would materially affect t 
Western Union f — ^A. It does not seem to me that it would materia] 
affect it. 

By the OHAiRMAn; 

Q. Are you at all familiar with the manner of fhmishing news in con 
tries where the Government operates the telegraph t — A. Yes, sir; In 
derstand it fairly well. 

Q. You know how it is in England t — ^A. Yes, sir; any one can bi 
the news in England from anywhere. It is not limited. If you publij 
a paper in Liverpool and you want Beuter's news you pay for it and g 
it; if you want the news of the Central News you pay for it and get : 
and if you want the news of the other association you can have it Y< 
can have all three if you wish. You can have whatever you pay for. 

Q. Practically, it is free to everybody f — ^A. Yes, sir. Here the Asfi 
ciated Press will not only not serve papers that are not in the coml 
nation, but they will not allow their papers to buy the news of any oth 
press association. That is one of the chief reasons why it is so €taiba 
rassing for us and for the newspapers. I might have the most impoi 
ant piece of news in the world in the city of Philadelphia. If I have i 
morning paper there and give it to one of the Associated Press papei 
and it is used, the paper will be liable to be expelled from the Associate 
Press. In fact there is a constant threp^t that is sent around in the for 
of a circular letter. I did give the Philadelphia Press a copy of O^Doi 
nell's execution, as I knew the Associated Press were left on it, and the 
published it. 1 was told afterwards that they got into so much troub 
about it that they did not want me to send them anything else, althoug 
I made no charge for that and did it as a matter of friendship. 

Q. Generally speaking, in Europe, under the system of Governmei 
control, are you informed on the subject as to whether the news is fre< 
as it is in England, and whether all persons can take it at a unifon 
rate f — A. I have no direct information on that point. All the know 
edge I have is purely inferential. From what people tell me who com 
over here and attempt to do business with opposition press associatiouj 
I judge tiiat news is free there. When they are told that the Associatei 
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Press will not permit sucli a thing here they are always sarprised,' and • 
say they cannot conceive how, in a free country, there should be such 
a monopoly as this when they have nothing of it on the other side. 1 
do not know that there is any similar press monopoly in France or Ger- 
many, but my impression is that nowhere else in the world is there such 
a condition of things as exists in the United States. 

By Senator Wilson : 

Q. Have you observed that the Associated Press were in the habit of 
notiiying papers receiving news from them that they must not receive 
from other associations f — A. Yes, sir. 

Q. In what form do they give that notice f — A. In the case of the / 
New York Times recently, which had the temerity to buy a cable news 
letter from a cable news company, which did business in our building, 
the manager of the Associated Press notified Mr. Jones, the proprietor 
of the Times, that he used the news of the Cable News Company at his 
periL 

Q. In what form did he give it f — A. I understand it was a written 
notice. The same notice was served on a number of papers throughout 
the country, the Chicago Inter-Ocean, the Philadelphia Times, the Chi- 
cago Tribune, and the Saint Louis Globe-Democrat, and they all gave 
the service up, very much against their inclination^ except the Chicago 
Tribune. Mr. Medill would not obey, and there was a great deal of 
trouble about it, and I think the trouble is not settled yet. But the 
result of it was that when they had stopped everybody from taking it, 
except the Tribune, the expense to the Tribune was so large that they 
did not care to assume it for any length of time, and so they were shut 
oat in that way, and that fore^ the Cable News Company to go out of 
the business. 

Q. Have you ever seen any of those notices f — ^A. No, sir ; I never 
have. All I know about them has been communicated to me by those 
to whom Mr. Medill showed the documents in the case. In the case of 
the Philadelphia Times I did receive a letter signed by the cashier ot 
the pax>er, in which he said that they had received formal notice from 
the Associated Press that the use of the news of the Cable News Com- 
pany would be no longer permitted, and therefore they were obliged to 
discontinue it. I have that letter. 

Q. Will you supply a copy of it to the committee T— A. Yes, sir. 

Q. Have you any other letters of like purport that you can supply to 
the committee f — ^A. I do not believe that I have ever saved any of 
them. I have received quite a number. I had some negotiations with 
Mr. Hutchins, of the Washington Post, who thought it would be a very 
nice thing for him to have our news in addition to the Associated Press : 
that it would be just the same as so much special matter, and he could 
supplement his service. We had considerable correspondence about it. 
He was also a purchaser of the cable letter. 

Q. Was that the case to which Mr. Simonton referred t — A. No, sir ; 
that was a recent case. Our negotiation went on all right for a little 
while, but finally he wrote me that he had received a letter from the As- 
sociated Press, saying if he used our news he would be forced out of 
the Associated Press. Mr. Hutchins said, '< While I have a five years' 
contract, and do not believe they can break it if the matter is taken idto 
court, I cannot afford to antagonize them, and I will have to give the 
matter up, very much to my regret." That is the second time that Mr. 
Hutchins has had trouble. He had trouble once before, and Mr. Simon- 
ton mentioned it when he was brought before one of the committees. 
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Q. Have you stated the names of all tbe papers that occur to yon ii< 
as having received saph notices from the Associated Press t — ^A. I thi 
the Cleveland Herald and the Saint Paul Pioneer Press were omitt 
from the list I just gave. They comi>osedy I believe, all the (dients tl 
the Gable News Company had. 

By the Chairman : 

Q. Is that a press association t — ^A. It was a company organized i 
the purpose of bringing over from London a skeletonized letter eve 
Saturday night, which was transcribed, written out, and edited on tl 
side and made into a letter. It was very skiUfuUy and nicely done, 
was published here for a time in the Washington Post, but the Asi 
ciated Press people thought it was a very dangerous thing, and thi 
cable service being very bad, and they not knowing of any way to reme 
it, they conceived the idea of squelching the Gable News Gompa 
at once, and they did it most effectually. 

Q. Do you believe that the matter of furnishing news will ever be a 
more free to the people of the country than it is to-day under the exi 
ing order of things ; I mean to say provided the Government keeps ; 
hands off and takes no interest in it t — ^A. I do not know. I am ho] 
ful that it will, but I do not see that the papers outside of the Associat 
Press are any better off now than they were ten years ago. I tbii 
that they are all in the same state of trepidation that they have al wa 
been in lest the telegraph company on which their business is at t 
time shall go the way of all the others. There may not be at this time 
much danger of it. The opposition seems to be quite honest : but it 
to the advantage of the telegraph companies to combine, I think. Eve 
time there has been a combination of telegraph interests there has bee 
I believe, according to the records, a reduction of rates. The telegra] 
men seem to lay their heads together and conclude, after they have c 
posed each other for a year or two, that there is no use trying to fig 
the battle any longer, and that they may as well combine ; and the pre 
association which happens to be on the opposition line is pretty su] 
through being in arrears or something of that character, to get hu 
and be shut out altogether, or if it gets on the Western Union, it is 
a disadvantage. 

By Senator Jackson : 

Q. From^your own consideration of the subject, what is, in brief, tl 
remedy you would suggest f — A. I think that the telegraph compani 
should give a rate similar to the rate given by the British Oovemmei 
that is, that they should charge so much for serving a place, and if the 
is more than one paper there that they should serve the additional p 
pers } and that the rate should be given whether three points we 
served or ten ; that it should be so much, and that the rates should 1 
high enough to pay them for doing the work. 

Q. Woidd legislation that would prohibit, discrimination so far as i 
terstate communication was concerned relieve the difficulty f Whe: 
communications extend from one State to another, would GongresBion 
legislation that would forbid the Western Union from making any di 
criminations whatever, by contract or otherwise, relieve the difficulty f- 
A. I should think it would, particularly if the legislation were of tl 
kind that was fair to the telegraph company. 

Q. That is, not fixing the rates at all, but leaving them open f — A. Ye 
sir; I do hot think it ought to be a matter of contract at all. To sho 
you how these things work I will give you an illustration. The Unite 
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Press Association made a contract with the Mntaal Union Telegraph 
Company* There was a clause in that contract that if the bill for the 
month was not paid before the tenth of the month the telegraph com- 
pany conld give notice of the abrogation of the contract. The West- 
ern Union Telegraph Company leased the lines of the Mutual Union. 
Through bad management,! suppose, or carelessness of the United Press 
Association this bill was not paid on the 10th, and on the 12th the con- 
tract was abrogated. The telegraph company had a perfect right to do 
that ; but if the Mutual Union Telegraph Company had gone on the 
cM)n tract probably would not have been abrogated, and the money would 
have be^n coaxed out of the concern in some way or other, and it would 
have been kept along, just as we do business with everybody. We 
have to coax our clients to pay up and the telegraph companies have to 
coax everybody to pay up. If there were no contracts our status af- 
ter the consolidation would have been just as good as it was before the 
cou8olidation. But press associations, particulaily opposition press as- 
sociations are tied up with contracts which can be abrogated if the as- 
sociation gets into hard luck at any time, and it usually gets into hard 
luck about the time one telegraph company is selling out to another. 

By Senator Wilson : 

Q. Suppose there should be a regulation by act of Congress to the 
eflfect that all news transmitted for any association by a telegraph com- 
pany should be furnished at the same rates to all papers at the different 
points reached. What effect, in your judgment, would that have on 
your cause of complaint f — A. I think it would give everybody a chance 
to live and do business. 

Q. What would be your judgment concerning a measure of that kind, 
basing your opinion upon your experience in connection with telegraph- 
ing and newst — A. I think the effect would be good. It would put 
everybody on the same basis, and newspapers then would be just the 
same as the commercial patrons of the telegraph companies are now. 
There is no discrimination made. If I send fitly messages a day, and 
some other man has a business by which he sends a hundred ajbd fifty, 
they do not stop to count the messages. They give me the same rate 
that he gets. Perhaps to-morrow or next year or the year after I will 
do more business than he does. So with the United Press. If we had 
a chance to do half the business that is offered our business would be 
quite as large as the Associated Press in a very short time. 

Q. To make the case more definite than in my first statement, sup- 
pose a regulation should be made by act of Congress requiring the As- 
fsociated Press having its contract with the Western Union to deliver 
messages at the same rates to all newspapers now established in Chi- 
cago, or that might hereafter be established, putting all papers now 
in existence, or those that may come into existence, u|K)n an equal foot- 
ing* In your judgment, would that be a safe remedy for the alleged 
existing evils, so &r as the press and general news is concerned? — A. 
No ; the tendency of that, I think, would be for the Associated Press to 
serve more of the papers in existence than it now serves, as it would 
serve them from compulsion; but there would still remain this United 
Press Association. 

Q. Suppose that the regulation should be extended to all press asso- 
ciations, or all associations for the gathering and transmission of news. 
What, in your judgment, would be the effect of such an arrangement on 
exi4«ting news associations with reference to the collection and transmis- 
aion of news T — A. I think it would be decidedly beneficial. 
8. Bep. 577, pt. 2 12 
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Q. Wonld that, in yoar jadgment, eliminate the preseat caases of 
complaint f 

The Witness. You are speaking now of the responsibility of the tele- 
graph companies and their liability to transmit what is offered, I under- 
stand. 

Senator Wilson. Certainly ; and press associations being required 
to deliver to all newspapers at all the different points such of their news 
as the papers may desire at uniform rates! 

A. When you state it in that way I think the effect of it would be 
bad, for this reason : That it is impossible to deliver the news of any 
press association at uniform rates., 

Senator Jag£SON. Uniform rates at given points. 

Senator Wilson. That is what I am speaking of; the same rate to 
every paper in Chicago or Cleveland or Columbus, or any other point ; 
that the rates should be uniform as to all of the papers published at 
any given point. ' 

The Witness. That is practically so now. 

Q. Can any paper receive che news from the Associated Press nowt — 
A. No, sir ; but those that do receive it pay the same price for it, as a 
general thing. 

By Senator Palmer : 

Q. But Mr. Wilson means to make it compulsory to deliver news to . 
all the papers, whether they have the Associated Press franchise or 
not! — ^A. The effect of that would be, as I say, to enable a great many 
papers that are in the United Press now to go over to the Associated 
Press, and it would leave the opposition press association with a smaller 
following than it has now. 

By Senator Wilson : 

Q. Why? — A. Because probably 25 per cent, of the papers that are 
members of the United Press would go to the Associated Press if they 
would have them ; bat they will not have them, and that is the reason 
they are not there already. 

Q. Why would they go there 1 — A. Simply because their organization 
is larger and has more prestige. It has existed for forty years, and the 
people think it is always going to exist and it is better to be with it. 

By Senator Palmer : 

Q. It has more sources of information and more agents through the 
country, has it? — A. I scarcely think it has. I think the news of the 
two associations is very well balanced now. I have been in negotiation 
with a great many Associated Press papers during the last six months, 
and have submitted copies of our reports for examination and compar- 
ison, and the return has generally been very favorable indeed. 

Q. I understood you to say that the proi>osition implied by Mr. Wil- 
son's question was the one now in vogue in England, and that any 
paper could go and demand the news and it would be given all the' 
news t — A. Yes, sir ; and then they have the option of ta^ng anybody 
else's news that they like. 

By the Chairman: 

Would not the right of all persons to buy the news at a uniform rate 
increase the number of newspapers that are published? l^ow a person 
cannot start a newspaper in Chicago unless this association furnishes 
him with news. Suppose your association goes go out of existence, 
what would be the effect so far as the starting of newspapers is con- 
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cerneat — A. I think for the benefit of those who want to start news- 
papers it would t)e a great thing, if any one who could pay for the 
Associated Press dispatches could have them. 

Q. It is about as complete a monopoly now as could be established^ 
is it notf — A. I can scarcely conceive of anything that is more of a- 
monopoly than that is. 

Q. You exist simply by taking the papers which cannot get into the- 
other association f — ^A. Yes, sir. 

Q. You are confined to a limited field, because you can only operate 
snccessfully trough opposition lines t — ^A. Yes, sir; I am relegated to* 
tbat field, and kept there simply because if I could operate as well as. 
the other people can I could take away a great many of their customers.. 
They are in constant correspondence with me. The Associated Press is 
not popular. If they could read some of the letters I have on file in my 
office &om their own people they would not sleep nights. But I cannot 
get to them with the news. I had a letter this week from an ex-mem- 
ber of Congress who says he would give anything in the world if he 
could only get our dispatches ; that the Associated Press had raised/ 
the price, and do not send him what he wants ; that they bull-doze him 
and that he does not like it ; and he asks if I cannot fix it in some way 
for the Western Union to deliver our report at the same rate he gives 
for the Associated Press report. That is impossible. I cannot do it. 

By the Chairman : 

Q. As I understand it the Associated Press stands in about the same 
relation to other press associations that desire to come into the business 
as the Western Union stands to other telegraph companies ? — A. Yes, 
sir. —3 

Q. They have acquired so much strength and power by the great 
monopoly which they have built up that other companies cannot start 
snccessfolly to compete with them either in one line or the other. Is 
not that about the fact f — A. Except as independent facilities are of- 
fered. The Associated Press owes its existence to the Western Union 
Company and the predecessors of the Western Union Company. It 
never could be what it is but for the telegraph company. Of course it 
has always stood on the telegraph company. At some time in its ca- 
reer it had partnership relations with the telegraph company as it did 
m the formation of the Gold and Stock Telegraph Company } but that is 
a thing of the past, and the Associated Press, for reasons of its own, 
18 a- separate and distinct organization from the Western Union Tele- 
graph Company, but it has these contract relations that prevent any 
one else fit>m doing business except as they can get telegraph facilities 
ftom oUier sources than the Western Union. 

Q. And those are very precarious f — A. Yes, sir ; very, under the most 
fiivorable circumstances. The opposition lines are built in a hurry. 
Tbey are built along turnpikes, and they are generally built by contract, 
*and the result is that one Western Union wire is worth two or three of 
the others. Every telegraph company in existence has a wire in my 
office, the Postal, the Baltimore and Ohio, the Bankers and Merchants', 
and the Western Union. The wire leased by the Philadelphia Call runs 
to my office. I think we have never lost the Western Union wire for a 
day. The wire was leased last September. The wires of the other 
companies we lose with annoying frequency. The other companies are 
always in a constant state of building until they sell out. They are 
Hke a bird that is always molting^ they are never in good condition. 
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By Senator Wilson : 

Q. If the news were free to all it wonld simply be a question of cog 
petition between news associations, would it not t — ^A. Yes, sir.* 

Q. And the association that coald supply the most and the best uo^^ 
at the lowest price wonld be the one that would have the greatest nuo 
ber of patrons t — A. Tes, sir. 

Q. Would your association like to undertake on that basis a coti 
petitive test with the Associated Press T — ^A. We should be delighted 

Q. Such an arrangement as that, then, would simply preserve the eh 
ment of competition in the case t — A. That is all it would do. 

Q. Whereas, you think the present arrangement eliminates it f — 1 
Yes, sir. 

By Senator PAiiMEB : 

Q. Has the Western Union the exclusive right to run their lines o 
any road in the United States t — A. I understand it has. 

Q. So that no other line can be put upt — A. That is my understanc 
ing of it Certainly no other lines ever have been put up on a grea 
many of the railroads occupied by them. 

Q. Oompeting lines are forced to run on tbe turnpikes? — A. Yes, sij 
I spoke of these lines being built by contract. Of course that, of iteeL 
does not mean much of anything. But I will explain the situation 
The telegraph companies in opposition to the Western Union are gen 
erally started by non-professionals and they let the work out to be done 
The American Bapid Telegraph Company was built by a firm of banker 
in Boston, Kidder, Peabody & Co., and one of the results is that tbei 
line from New York to Philadelphia is 178 miles long. It runs all ovei 
the State of New Jersey. This line was paid for by the mile, and so th< 
contractors went everywhere. [Laughter.] 

Senator Palmeb. 1 supposed every man in the United States kne^ 
the distance between New York and Philadelphia. 

The Witness. When I leased that wire from the Bapid Company J 
noticed that the mileage to Washington was considerably more than 1 
thought it ought to be. I went to the vice-president of the compaDy, 
and I asked him how in the world he made the mileage so much. H( 
said : ^< It is a hundred and seventy -eight miles to Philadelphia." Sai<] 
I, << Oh, no ; it is ninety miles.'' He said : ^^ It is a hundred and seventy 
eight by our line,'' and he convinced me that it was. Now this line be- 
ing buUt in that zigzag way, and being very much longer than it oughl 
to be, every time it rains the line is very much harder to work, and ie 
practically useless on that circuit I work a circuit from New York 
to Philadelphia, and to Baltimore and Washington, with Pittsburgh 
legged in. A hundred and seventy-eight miles of Bapid wire with hall 
of the copper covering skinned off of it, and a rainy day, would use me 
up, and the only way I could get my matter out would be to send it 
over to the Western Union and pay a cent a word for it. That is another 
thing I want to get rid of. I want to be able to use the Western Union 
on the same terms that others do. In that way they would get more 
and more of my business, and there would be some encouragement to 
give it to them. But the present contract does not give me any chance 
to get relief, and I have not a hundred thousand dollars to fritter away 
in making a fight for existence on the Western Union lines. 

By Senator Wilson : 

Q. What, in your judgment, would be the effect on the income of the 
news associations if news was free to all newspapers t — A. I think it 
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would bave a tendency to increase the revenues for a while, and after 
that the price for serving the news would be cheapened as the number 
of papers increased. 

Q, You think, then, as far as concerns the gross revenues of the pres- 
ent press associations they would not be reduced by making the news 
free to all papers t — ^A. Ko. sir ; I think not. 

Q. But by a regulation or that kind the tendency would be ultimately 
to reduce the price ? — ^A. Yes, sir. 

Q. And maintain the revenue t — :A. Yes, sir ; all press associations, 
BO far as I know anything about them , are not run for money-making pur- 
poses. A press association is merely a combination of newspapers which 
club together and agree to pay so much into the treasury to be expended 
in gross to purchase what news can be bought for that money. 

Q. It enlarges the facilities for collecting news!— -A. Yes, sir ; every 
newspaper that comes in adds so much net money to be used. 

Q. I do not understand that they ever make dividends f — ^A. No, sir; 
they do not. 

Q. Simply that the revenues are all absorbed for the enlargement of 
their facilities in collecting and distributing news f — ^A. Yes, sir. 

By the Ghaibman : 

Q. How many papers does your association serve? — ^A. I think there 
are about one hundred and fifty. I have a list here. I have not counted 
them, but my impression is that is the number. 

Q. There are very large sections of the country that you do not reach 
at all f — A. That i« where the pinch is. We do reach them. 

Q. Do you reach any point west of the Missouri Elver f — ^A. We go 
away up to Dakota. We have the Capital, at Jamestown, Dak. ; the 
Leader, at Sioux Falls, Dak. ; the Daily Pioneer at Mandan, and the 
Courier, at Watertown. Those are all in Dakota. 

Q. Do you get there over the Western Union lines ? — A. Yes, sir. 

Q» And you do it by paying a higher rate than the other association 
pays f — A. Oh, yes 5 probably eight or ten times as much, 

Q. You could not afford to pay the rate if it was not for the fact that 
these are papers that cannot get into the regular association and are 
forced to take your news or not get any? — A. That is generally the 
case; yes, sir; but I think in many cases up in Dakota these people 
have simply become so dissatisfied with what they received from the 
Associated Press, so little attention being paid to their needs on account 
of their being in such a hopeless minority out there, that they have 
come over to us and now take what they can get for what they were 
paying before, and although it is much less they pretend to be satisfied. 
I see we are to begin serving at Fargo, the Broad Axe, which is a new 
paper to be started there. They forwarded their check for payment in 
advance. 

By Senator Jaokson : 

Q. Have you any contract or understanding with the papers you 
serve that they shall not receive news from any other association than 
yours f — A. No, sir; we impose no obligation or condition on them ex- 
cept that they shall pay us for the news and pay for it promptly. We 
interfere with them in no way whatever. We help them to everything 
that we can. We would get them the Associated Press news in addi- 
tion to our own if we could. 
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By Senator Palmer : 

Q. Yoa stated that any paper in England could demand and receive 
the news from any of the news agencies there on the same terms that 
the most favored receive f — ^A. I cannot state that positively, but I 
understand from such conversation as I have had with people wbo 
have been in England, that it is just as open a commodity as white paper* 
I get this information from people who are in the different press asso- 
ciations. You can buy where you like. 

Q. That was a preliminary question. I wish to ask whether that 
state of affairs has grown up as a custom or whether it is the result at 
statute f — A. I think that there never has been any occasion to pass a 
law there affecting that matter. 1 think it has always been open. 

The OHAiBMAif . The whole system there is under the control of the 
Gk>vemment. 

Senator Palmeb. Then it is a matter of statute. 

By Senator Wilson : 

Q. Is there not a corporation known as the Associated Press, and if 
so, how many papers compose it t — ^A. The Associated Press proper is not 
a company. It is not an incorporated organization. It is an associa- 
tion of newspapers, the New York Sun, the New York World, the New" 
York Tribune, the New York Herald^ the New York Journal of Com- 
merce, and the New York Express, which is now merged with the Mail, 
and which is known as the Mail and Express. Those seven New York 
papers compose the Associated Press proper. All these other associa- 
tions of which I presume there are at least a dozen in the country, pur- 
chase the news from the New York Associated Press laid down in New 
York, and make their own arrangements with the telegraph company 
for distributing that news wherever they wish to have it sent. Withia 
the last year or two there was a quarrel between the New York Asso- 
ciated Press and the Western Associated Press, and the result of that 
has been that the names of the two are dropped, and instead of its be- 
ing the Western and the New York it is called the Associated Press. It 
is governed by a committee that is appointed out of the Western Asso« 
ciated Press and the New York Associated Press. There are two mem- 
bers from each association. I do not know how they get the fifth mem- 
ber, but they get him somehow. 

Q. The New York Associated Press is still a distinct organization, 
is it not f — ^A. I understand it is ; I have never heard to the contrary. 

By the Chaibman : 

Q. It is composed of the seven New York papers that you men- 
tioned t — A. Yes, sir; of the seven that I mentioned. 

By Senator Wilson: 

Q. And they receive their news from the Associated Press f — A. Yes, 
sir. 

Q. In the adjustment of the cost of news to the papers supplied by 
the Associated Press, do those papers get it at less relative rates than 
the papers outside of New York f In other words, under this arrange- 
ment do or do not the papers outside of New York help pay the news 
expense of the seven New York papers composing the New York Asso- 
ciated Press f — A. Oh, yes, sir; very materially. 

Q. State what you know concerning that. — A. The Associated Press 
is ran in this way : The news is concentrated in New York City. That 
is tlie clearing-house for the news. It is concentrated there at a cost ot 
probably $500,000 per annum. That was about the amount when I left 
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the Associated Press, but I nnderstand it is rather more now. Then 
they sell that Dews to every body that they can, without selling it to 
papers that are not members of these subsidiary associated presses, and 
having made all the collections that they can throughout the United 
States they deduct what they have collected for the week fh>m what the 
expenses are, and the deficit is made up by drawing on these seven 
New York papers for this amount, one-seventh from each paper. That 
is done every week. The New York Associated Press people have al- 
ways maintained to their clients outside of New York that it cost them 
more to make up the weekly deficit than they collected from any other 
seven newspapers. I do not know whether that is true or not. There 
is a great deal of doubt expressed on that point by people outside of 
the New York Associated Press. I know when 1 wa^ there that a sum 
of money was divided up among the Associated Press papers in N^w 
York, which did not appear on the books; but it was a small sum, and 
I think on the whole it is perhaps true that it costs the Associated Press . 
papers in New York as much at least as it costs the papers anywhere; 
else. 

Q. You think it does? — A. Yes, sir, 

Q. And therefore they have no advantage in the cost of news over 
papers in other places f — A. No, sir; except in this way: For instance, 
the New York Herald wants a great deal of ship news by cable. That 
is obti^ed for the New York Herald and is given to all the papers who 
care to use it It is not used much except by the Herald, and yet all 
the other papers to which it is furnished have to pay their share for get- 
ting these things for the Herald or for the New York papers which they 
do not use themselves. Foreign shipping news outside of the arrival 
of ocean steamers is not used much as a general thing. 

Q. They all pay their proportion of the cost of news which is used 
by certain papers exclusively! — ^A. That is the result of it. The New 
York Associated Press collects from the Western Associated Press 
$3,500 a month, we will say. The Western Associated Press pays that 
in to the New York Associated Press, and they pay also for delivering 
this news. They make a contract with the Western Union Telegraph 
Gomx)any to deliver the news to the Western Associated Press. They 
have aa arrangement among themselves by which they fix the assess- 
ments on themselves to meet the expense, the amount of which is sent 
to the New York Associated Press monthly, as well as what they have 
to pay the telegraph company. They tell all sorts of stories, and it is 
pretty hard work to say just what they really do. 

Q. You have no exact data tending to throw light upon that sub- 
ject 1 — ^A. No, sir; I only know in a general way. I have had the 
means of knowing, but I never made any notes of their business in any 
way. 

By Senator Palmer : v^ 

Q. Does the Associated Press have sp^al rates for its ^^ specials," 
or are they all included under one general rate ? 

The Witness. Do you mean for the specials of the individual papers 
belonging to the Associated Press? 

Senator Palmes. For instance, supposing there was a special dis- 
patch by the Associated Press to some particular paper, say in Chi- 
cago. — A. The Associated Press handles no specials; whatever the 
Associated Press handles is general matter; whatever they get for 
themselves they give free to all in their combiuation. 

Q. As many drops as there are f — A. Yes, sir ; that does not come 
under the head of si)ecial uiatter ; what the Associated Press papers jret 
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in the way of specials over the Western Union Telegraph Company is 
at the same rates as are given to all newspapers whether in or ontside 
of the Associated Press. The rate on special matter is open to eTei*3r 
newspaper in the country ; but there is a discrimination made in tlie 
matter of press associations, and that is the only one that I know of. 

By Senator Wilson: 

Q. What is the difference between press association rates and tlie 
rates for specials f — A. The special rate is higher as a general thing ; it 
is much higher than the Associated Press rate ; the special rate is wha.t 
I usually get on my matter. 

Q. How much higher is it than the Associated Press rate f — ^A. Tlie 
average special r^^A5 is about eighty-four hundredths of a cent. 

Q. Per word! — A. Yes, sir. 

By the Chairman : 

Q. The Associated Press average rate is 6^ cents per hundred words f 
— A. Yes, sir ; and the press association is served in sort of a combiua^ 
tion. There is great economy in serving a number of papers on a wire ; 
it can be done cheaper and the news is really not as valuable, because 
in serving a combiuation you are always seodiug something for the 
benefit of Buffalo which is of no particular interest to Albany, and that 
impairs the use of a great deal of matter contained in this general budget ; 
and on account of that and the fact that it can be handled more cheaply, 
the rate on it has been hammered down lower and lower until it has 
reached the poiut where it is now 6^ cents per hundred words for eacii 
paper. 

Q. How is the business handled at any point where there are several 
papers t Do the telegraph companies furnish a copy of each message 
to each paper ? — A. The general arrangement is that where there is 
only one paper the telegraph company take it on their own press heads, 
as they are called, with pen and ink, and make the delivery. If there 
is more than one paper the press association furnishes the manifold and 
as many copies are taken as are wanted. The Western Union Telegraph 
Company, as far as my experience with it is concerned, has usually beea 
willing to make two deliveries, but where there are more than two de- 
liveries they expect to be reimbursed for more than that, in my particular 
case. In the Associated Press it makes no special difference. I presume 
the press association furnishes the manifold and if there is any question 
about the delivery they fix it up with the newspapers amicably, so that 
they send for it, or something of that sort. I had a long experience 
with the Western Union Company in the Associated Press and I know 
how accommodating and nice they are to the Associated Press. They 
do everything to make it comfortable. As far as the United Press is 
concerned they try to make it comfortable for us too, except that in 
extended business I must be measured by the contract they have with 
the Associated Press. 

By Senator Wilson : 

Q. Do you know whether or not there is any discrimination on the part 
of the Western Union Telegraph Company in the matter of the trans- 
mittal of news f — A. Ko, sir ; I think there is none. I was an operator 
in the Western Union and I never could see that anybody was discnm- 
inated against. The matter is sent up into the operating room by a reg- 
ular system, and sent according to the way the dispatches are put on the 
hook. As far as I am able to judge my matter goes just as promptly as 
that of anybody else. 
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JOHH YAH EOBHB, TIOE-PBESIDEHT OF THE WESTEBV UHIOH 

TELEOSAPH COMFANT. 



February 23, 1884. 
John Van Hobne sworn and examined. 

By the Ghaikman: 

Question. Have yon examined a list of questions which were sub- 
mitted to your office t — ^Answer. ]^o, sir ] I have not. Those questions 
went to Dr. Green. They did not come to me at all. 

The Ghaibman. In a letter to Dr. Green, I stated that the questions 
were submitted in order that the officers of the company might have 
time to prepare themselves to answer them, and of course I assumed 
that as you were vice-president of the company you would be made 
aware of what the questions were. 

The Witness. The doctor did not understand it so. He did not com- 
municate them to me. He only said he had a list of questions which I 
saw afterwards published in the Herald. I have not read them all. I 
have looked at them a little this morning. His understanding was that 
he was expected to answer those questions, and the officers and clerks 
in the various departments were engaged in preparing the information 
for him when I left New York. 

The Ghaibhan. There are probably a good many of the subjects 
that were named upon which you can give us some information irom 
memory. Where you cannot do that, of course we will not press the 
queBtions, but wait for Mr. Green to give us more complete answers. 

The Witness. It seems to me that it would be much better to wait 
for accurate information. I can answer very few of those questions ac- 
curately. I supposed that I would be required to testify simply in re- 
gard to whether the cost of telegraphic correspondence between the 
several States and Territories and with foreign countries had been in- 
joriously affected by large stock dividends made by the Western Union 
Telegraph Gompany, and by consolidations, &c. ; and also in regard to 
press matters. 
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The CHAlBiiAN. That is what the Committee on Post- Offices and 
Post-Boads is directed to ascertain, by sending for persons and papers 
if necessary. It involves nearly all the questions that I submitted to 
Mr. Green, how much was added to the capital stock of the company, 
and what was the value of the property that was acquired. 

The Witness. It would take a long time to get up that information, 
but as much of it as can be gathered between the time the doctor re- 
ceived that letter and Monday, when he is to be here, he will, no doubt, 
bring with him. That information will be as accurate as the employes 
of the company can make it. 

Q.. Do you know what mileage of poles and wires the Western Union 
Company have now t — ^A. I do not know exactly. I think that the last 
report shows 132^000 miles of poles and something like 440,000 miles of 
wire. 

Q. What I want to ascertain is what proportion of that property is 
owned by the company t — ^A. That I cannot tell you. That is what the 
clerks are working on now to ascertain. 

Q. In regard to all the questions relating to the extent of the prop- 
erty you would be in the same position t You cannot answer them t — 
A. I cannot answer accurately. 

Q. I do not ask strictly accurate information, but I want information 
approximately correct. — ^A. I suppose that about 40,000 miles of that 
wire is in our semi-annual reports reported as leased. 

Q. There are over 400,000 miles in all T— A. I think there are 440,000. 
The last annual report of the president will show. 

Q. Then you think that tbe company own about 400,000 miles of wire 
absolutely free from any joint interest of other parties? — A. No, sir ; I 
say I do not know how much it owns. 

The Chatkman. I will not press the question farther. I will ask yon 
something about the railroad contracts. 

Q. How many contracts have you with railroad companies t — ^A. I 
could not answer that question. I suppose we havefour or five hundred. 
We have eight or ten large books full of them. I suppose there are 
even more than that. I suppose there are seven or eight hundred of 
them altogether, but some of them have expired and others are inopera- 
tive from one cause or another. 

Q. Can you say what proportion of the business that is done by the 
Western Union Company is done under these contracts f — ^A. All of it. 

Q. Under contract with the railroad companies ? — ^A. Yes, sir ; in a 
greater or less degree, substantially all of it. That is, it is done over 
lines that are on railroads. Kearly all of it is done over lines on rail- 
roads. A great many offices are maintained independent of railroads. 

Q. Where it is done over lines that are on railroads does it involve a 
contract with the railroad company ? The Western Union Company, I 
suppose, does the business and has no contract with the railroad com- 
pany except where the railroad company either owns part or all of the 
line. Is that so ! — A. A great majority of the contracts are with rail- 
road companies that do not own any of the lines. 

Q. What is the natureof those contracts f — A, They provide for right 
of way. They provide for an interchange of free business ; that is, they 
provide for free business for the railroad company on the line of the 
road and beyond the line of the road. They provide for the free trans- 
portation of the employes of the telegraph company when traveling on 
the business of the telegraph company. 

Q. That is in return for the right of way? — ^A. Yes, sir; and other 
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service. They provide for the transaction of commercial business at 
railway stations. 

Q. In the questions which were submitted to your company we asked 
that copies of certain contracts might be furnished. Have you those 
with yout — A. No, sir; I did not suppose that those questions with 
to be answered by me at all. 

Q. How long a time would it take you to prepare answers to those 
questions f — ^A. I do not know ; I suppose it would take a year or two. 
I do not think some of the questions could be answered at all. 

Q. The essential part of those questions probably could be answered 
within two or three days, could it not ? — ^A. No, sir ; I do not think it 
could. 

Q. Take one of those railroad contracts, for instance the contract with 
the New York Central Eailroad. Do you remember the terms of that 
contract T — ^A. No, sir ; I could not give you the terms. It provides for 
the right of way. 

Q. Do yoa remember the terms of the contracts with any of the rail- 
tosmI companies f — A. I might recall some of them. I do not know that 
I have a right to make public a contract with any particular railroad 
company without the consent of the railroad company. 

Q. As you cannot give us any specific infbrmation about these mat- 
ters I will come to one or two of the general propositions about which 
we wish to get some information. How much actual cash has ever been 
paid into the treasury of the Western Union Company for stock T — ^A. 
I cannot tell. 

Q. You do not know t — ^A. No, sir. 

Q. You have no idea? — ^A. No, sir. 

Q. Have you any idea of what the expenses for operators was during 
the last year f — A. I do not know what the operating expense was sep- 
arately. 

Q. You do not know how the sum given in your annual report as the 
expenses of the company is divided and classified T — A. I know what it 
consists of principally. 

Q. You do not know what proportion of it was paid for rentals and 
leases 1 — ^A. That I could not tell ; it is utterly impossible for any man 
to carry it in his head. It is something that I have nothing to do with. 
It does not belong to my department at all, and if it did I do not be- 
lieve I could carry those items in my mind ; therefore it seems to me 
that those questions 

Q. Of what part of the business have yon charge t — ^A. I have the 
electxieal bureau in my department, and I have charge of the contracts. 
Tbom are the main things. 

-^e Chairman. It was my impression that you had charge of the 
contracts, and it was for that reason I thought you were a sui&ble per- 
son of whom to inquire about the railroad contracts. 

The Witness. I have given you the main features of all these con- 
tracts. They are very much alike in that respect. They differ in some 
of the details. 

The Chairman. I thought yon would be prepared to answer the 
qnestions, x>articularly as to the part of the business with which you 
are charged. 

The Witness. I did not know anything about the questions at all 
until some time after the doctor had received them. He evidently sup- 
posed that those questions were sent to him to answer. I could not 
have been here to-day with that information if I had known it. 

Q. I believe you have charge of the whole matter of issuing i)asses or 
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franks f — ^A. Yes, sir ; they are issued throagh my department ; they a»re 
issued by a bureau in my department called the free-message bureau. 

Q. Oan Tou give me an idea of the amount that the franks issued Is^&t 
year would represent t 

The Witness. In money value f 

The Ohaibman. Yes. 

A. No, sir; but I suppose it would be somewhere between $700,000 
and $1,000,000. 

Q. It might be more or less than thatt — A. It would not exceed 
$1,000,000, and probably it would not fall short of $700,000. I think it 
would be about $1,000,000. 

Q. To whom are those franks issued ? — A. They are issued to all tlie 
railroad offices and the transportation companies. 

Q. Is that a part of your agreement with these railroad companies f — 
A. Yes, sir; almost all the business franks are issued to railroad offi- 
cials. 

Q. What is the consideration for which they are issued f — A. Free 
transportation for our employes on the railroad, and fr^e transportation 
of material to be used in the construction and maintenance of the lines. 

By Senator Wilson : 

Q. Is there any limitation in the contracts with regard to the trans- 
portation of material for other competing companies I — ^A. There is in 
some of them ; yes, sir. 

Q. What is the nature of the limitation t — A. That the railroad com- 
pany will not transport material for other telegraph companies at less 
than its regular rates, nor distribute it at other than its regular stations. 
That is in some contracts, but it is not in all. 

Q. Is that the general rule in regard to those contracts, and is the 
absence of such limitation merely an exception ? — A. I am inclined to 
think that it is in the greater number of the contracts. 

Q. What was the purpose of the limitation ? — ^A. We have the exclu- 
sive right of way along the roads in most of these contracts. The pur- 
pose was to preserve that right. 

Q. Does it have any reference to the prevention of the establish- 
ment of competing telegraph lines ? — ^A. Yes, sir ; the right along the 
road would not be worth what we pay for it if it had to l^ divid^ be- 
tween other companies. 

Q. The same limitation would apply to the transportation or distribu- 
tion of material for the construction of telegraph lines off the right of 
way ? — A. Yes, sir. 

Q. In a case of that kind, then, it would be solely for the purpose of 
obstructing the construction of competing lines and not for the protec- 
tion of the right of way? — ^A. It would not apply to the construction 
of a line off the right of way unless, perhaps, to a line that was con- 
structed immediately outside of the railroad company's right of way. 

Q. Take a case of that kind ; how would it be then f — A. It would 
not prohibit them from carrying material for another company if the 
line were to be built on the highway, because they could carry these 
poles to the regular stations from which it would be necessary to dis- 
tribute them. 

Q. Suppose it were practicable to construct a telegraph line along the 
line of the right of way of a railroad over which you had a contract giv- 
ing you the right of way for your company, would it not apply to that 
case as well as to a line which followed the ordinarily traveled public 
roadt — A.. I do not know that I understand the question. 
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Q« Suppose it were practicable to constract a telegraph line immedi- 
ately oat-side of the railroad right of way along the entire length of 
that road. This limitation woald apply to a case of that kind as well 
as one where the telegraph line followed the pablic road, would it not T — 
A. It would not prohibit a telegraph company from bailding a line out- 
side of the right of way or on the highway either. It only binds the 
railroad company to charge its regular rates. 

Q. Therefore in a case of that kind the effect would be the obstruc- 
tion of competition, solely, would it not t — A. Yes, sir ; it would obstruct 
it, but not prohibit it It would make it more expensive. 

Q. It would be an element in the cost of the construction of the 
line f — ^A. Yes, sir. 

By the Ghaibman : 

Q. I asked you one or two questions about the matter of passes. The 
Bubject has been changed, but I will refer to it again. What is the 
value of passes issued together than railroad offices f — A. I do not know 
as I understand your question. We issue three kinds. One is a busi- 
ness pass which is issued under our contracts which require us to fur- 
nish passes authorizing the iree transmission of messages on the busi- 
ness of the various railroad companies and transportation companies 
with which we have contracts. We have a half-rate frank which enti- 
tles the holder to send messages at half rates. We issue those to trans- 
portation companies with which we have no reciprocal arrangement, ^ 
those Uke the fast freight lines. Then there is a complimentary frank 
which we issue to the leading officers of the railroad companies and to 
other people. That is a book containing stamps, and each stamp covers 
a message. 

Q. Those are complimentary f — A. Those are complimentary. 

Q. What-is the value of the franks of this kind that you issue an- 
nually t — ^A. I do not know. The amount is much smaller in value than 
that of the business frank. 

Q. Are you issuing more now than you have done formerly 1 — A. I 
think the number increases every year. 

Q. Has there been an unusually large increase during the last year f — i 
A- Not very large, I think. 

Q. You do not know the number issued this year as compared with 
the number issued last year f — A. No, sir ; we cannot make a compari- 
son until the end of the year, because we are issuing them all the time 
daring the year. I think the number was larger last year than it had 
ever been. 

Q. You do not know the number or the value T — A. No, sir; the num- 
ber would be larger, of course, every year, because we are constantly 
making contracts with new roads, and we issue these complimentary 
£ranks to the principal officers of all the roads. 

By Senator Wilson : 

Q. In your estimate of a million dollars as the value of the free mes- 
sages sent, do you include the value of the complimentary franks t — At 
No, sir ; I do not. 

By the Ohaibman : 

Q. Yon have entire charge of the matter of issuing franks ; it is all 
done through you f — ^A. It all goes through my hands. 

The CflAlBMAN. I have succeeded in getting but little information 
fipom Mr. Van Home. If anj' other member of the committee can learn 
Bomethiug from him I should be glad to have him try. I have no further 
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questions to ask, as he does Dot remember anything on the points aboal 
which I wish information. 

The Witness. It will be understood that the list of questions was not 
handed to me« and I knew nothing of it for a day or two. 

The Chaibman. It was sent to the president of the Western Uniot 
Company with a statement that the committee desired information froin 
the officers of his company on those subjects. 

The Witness. He thought with me that I was to be questioned in 
regard to the efifect of consolidations upon the rates. 

The Chaibman. Well, let us have some information on that subject. 
I supx)ose you are prepared to show that these consolidations alwayig 
cheapen the rates f 

The Witness. I am prepared to show what the facts are. 

The Chairman. That is, what you assume to be the fact, is it not 1 
Have you prepared a statement that you desire to make to the commit- 
tee covering this subject t 

The Witness. No, sir ; but I have some notes here that I will refer 
to. lu the first place, I would like to call attention to the fact that Mr. 
Phillips was asked on yesterday whether, in case of competition, tLe 
Western Uniou Company would not be likely to increase its rates in the 
non-competing territory in order to make up its losses at competing 
points. I call your attention to this for the purpose of stating the fact 
that, so far as I know and believe^ the Western Union Company has not 
increased its rates during competition to a single non-competing point 
within the pa«t fifteen years. Except in two cases, the Western IJnion 
Company has not increased its standard rates, either during competi- 
tion or at any other time anywhere during the past fifteen years. 

The Chaibman. What are those two cases t 

The Witness. I will mention them further along. 

The company has restored many of its standard rates after competi- 
tion ceased. It has, I believe, in no instance restored all the standard 
rates after competition ceased. From 1866, during which the consolida- 
tion of the Western Union with the American and other telegraph com- 
panies took place, until October, 1869, the rates charged by the Western 
Union Company were either the old rates of the respective companies 
or the rates of the several companies added together. These rates were 
based on the distances by wire, and varied from 25 cents for the shorter 
distances in the East to $19 and $20 for the longest distance. The rates 
from New York were then as follows : To Chicago, $2.05 ; to Saint Louis, 
$2.55; to Saint Paul, $3.25 ; to Cincinnati, $1.90; to New Orleans, $3.25 ; 
to Galveston, $5.50 ; to Indianapolis, $2.10 ; to Bnffalo, 75 cents ; to 
Washington, 75 cents ; to San Francisco, $7.45 ; to Oregon, $10.20 ; to 
points in Washington Territory and British Columbia the rates varied 
from $10.20 to $16. 

Q. At what time was that ! — A. That was 1866, at the time of the con- 
solidation between the Western Union and the American and the United 
States Telegraph Companies. At that time offices east of New York 
found their rate by adding to their rate to New York the rate from New 
York to the point in the WeRt. Offices north of Washington found their 
rates to offices South by adding together the rates north and south of 
Washington. In like manner offices in the West added together the rate 
north and south of Louisville. The rate from a New England office to au 
office in Illinois was made up of the American Company's rate to New 
York, the New York, Albany and Buffalo Company's rate from New 
York to Buffalo, the old Western Union rate from Buffalo to Chicago, 
and the Illinois and Mississippi Company's rate from Chicago to desitna- 
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tioD. The tariff from Boston to Springfield, III., for example, was $2.90. 
ITow it does not exceed 76 cents. On October 1, 1869, the Western 
Union Company adopted and put into operation a new scale. That was 
about three years after this consolidation took place. In the mean time, 
however, the rates had been reduced in various places throughout the 
country. 

Q. When were the principle reductions in the rates made? — ^A. This 
was the first general reduction that embraced the whole country. They 
were at work a year or two to devise a system which would embrace the 
whole country, and on October 1, 1869, that new system was put into 
effect. It was a system of square rates, which cut loose from the old 
plan of adding together the rates of the consolidated companies, and 
aimed at a uniform system for the whole territory covered by the West- 
ern Union's lines. 

Q. Have not these reductions all been made at a time when there was 
a good deal of competition f — ^A. They have been made at all times. 

Q. Were not the largest reductions made during the time that the 
comjietition existed between the Western Union and the United States, 
the Pacific and Atlantic and the Atlantic and Pacific? — A, Ko reduc- 
tions at all were made, or scarcely any I think, during the comx)etition 
with the United States. 

Q. And none during the competition with the Pacific and Atlantic 
and Atlantic and Pacific? — A. Some with the Pacific and Atlantic; 
quite largely with the Atlantic and Pacific. 

Q. Was there not a time when you had a rate of 25 cents for all points 
east of the Mississippi Eiver ? — A. That was during competition with 
the Atlantic and Pacific. 

Q. How long did that rate last ? — ^A. I do not remember. It was only 
a few months. 

Q. It lasted until after the consolidation? — A. Yes, sir. On October 
1, 1869, the Western Union Company adopted and put into operation 
a new scale of rates by which a reduction of from 16 to 25 per cent. 
was effected. On August 1, 1870, reductions were made by establish- 
ing maximum rates in the Western Union territory. In this way the 
rates to San Francisco and intermediate places from telegraph offices in 
the Middle and Eastern States which were higher than $5 were reduced 
to that figure, and during the following year $5 was made the maxi- 
mum rate for all offices 

The Chaibman. Mr. Tan Home, we have called you here as a witness 
to answer certain questions, and not for the purpose of submitting a 
statement which you have prepared covering just such points as you 
think it may be for the interest of your company to present, to be taken 
down by a stenographer and printed at the expense of the Senate. That 
is not the object of this examination. I do not think it is worth our 
while to have you go any Airther with this statement. We want in- 
formation on certain subjects, and have asked you certain questions. 
If you cannot answer them we may as well stop where we are. We 
have given the company ample opportunity to be heard before. Mr. 
Oreen, at his? request, was accorded all the time he asked for; so was 
Mr. Evarts, in behalf of the company. Let ^le ask you one or two more 
questions. 

Q. When were the American Union and the Atlantic and Pacific Com- 
panies consolidated with the Western Union % — ^A. In 1881. 

Q. Did those companies at that time reach any territory in the United 
States which was not covered by the Western Union % — A. Yes, sir ; I 
think they did. 
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Q. Which of those companies reached any territory or occupied an 
territory which was not occapied by the Western Union f — ^A. I thin 
they both did. 

Q. How mach t — A. Not mnch. 

Q. Practically none f — A. No ; there may have been 

Q. If it was of any importance state what it was. — A. I think tfa 
Atlantic and Pacific was on some railroads that we were not on. 

Q. To any extent t — A. To no very great extent; they were pract 
cally in the same field. 

Q. Did the consolidation of those companies add anything to the £e 
cilities of the Western Union Company T — A. It did ; yes, sir. 

Q. What did it add T — A. It added all the wire they brought in. 

Q. The Western Union had not sufficient wire to do the business bi 
foref — A. It needed these wires; most of them. 

Q. It could not do the business without them t — A. It could not d 
its own business and the business that they did very well without them 
it could not do it so well as with them. 

By Senator Wilson : 

Q. During the time to which you now refer did the Western Union re 
duce its rates on any part of its line f 

The Witness. During competition with the American Union T 

Senator Welson. Yes. 

A. No more than it did ordinarily ; not so much as it has done since 

Q. That does not answer my question ; did it reduce its rates f — ^A 
No, sir; to no general extent; we are always reducing the rates. 

Q. I am speaking distinctly with regard to the business that coaU 
be in any way affected by the wires of these other companies : did the 
Western Union Company reduce its rates over any part of its lines that 
were brought into competition with these other companies ? — A. I thiiik 
not, except in the same way that it is doing all the time ; there U 
scarcely a month that the Western Union Company does not redace 
rates. 

Q. Then am I to understand that the competition of these other com- 
panies did not induce the r^uction of rates in any respect by the 
Western Union ! — A. No, sir. The American Union did not reduce 
rates. The Atlantic and Pacific did before the pooling arrangement 
was made. Before the consolidation with the Atlantic and Pacific, 
there had been a pooling arrangement. 

Q. When they reduced rates did you meet that reduction ! — A. Yes, 
sir; but they did not reduce much. The American Union did not re- 
duce rates. 

Q. If you reduced at all, why did you reduce ! — ^A. We only reduced 
in the way that we are always reducing. We are always doing it. 

Senator Wilson. You do not come to my point at all. 

The Witness. I am sorry I do not understand it. 

Q. You reduced rates to meet their reductions, did you nott — ^A. They 
did not make reductions to any great extent. When they made a re- 
duction, and we knew what the r^uction was we met it. 

Q. You did that for what purpose t — A. To keep hold of the business. 

Q. And to induce business to come to you instead of going to themf — 
A. To keep it from going from us to them. We had it. We already 
had the business. 

Q. And yet you needed more wire to do the business, and hence con- 
solidated in order to get the additional wire ? — A. We always need wire. 
We never have had enough wire. We haven't enough wire to-day. 
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By the Chaibhan : 

Q. You say you have not enough wire to-day. Gould you have con- 
structed the wires of the American Union Company at a less cost than 
you took them at! — A. We probably could. 

Q. Do you know about what the cost of the American Union lines 
were? — A. I^o,sir. 

Q. Do you know what their stock was at the time they consolidated? — 
A. It was fifteen millions, I believe, altogether, stock and bonds. 

Q. Before they consolidated what was the stock of the American 
Union f — A. Ten millions, I think. 

Q. And it was taken into the Western Union at what? — A. Fifteen 
millions. 

Q. How long was it before it consolidated that it had been made ten 
millions t — ^A. 1 do not know. 

The Chairman. I think that it can be shown that the cost of that 
property was three millions and it was taken in at twelve millions. 

Q. How much less than was paijl for the American Union, the At- 
lantic and Pacific, and the Mutual Union lines could you have built 
them for, in your judgment f — A. If we did not have any trouble about 
the right of way and we could go ahead and build them without paying 
oat any money except for the lines themselves. 

Q. You say if you had the right of way. You were occupying the 
same ground, and only needed to have put up more wires T — ^A. Not al- 
ways. There is a great deal of difference between the same territory 
and the same ground. 

Q. Did you not have lines to all the places reached by the American 
Union and the Atlantic and Pacific at that time f — A. Yes, sir. 

Q. It was a mere question of putting up some more wires, was it 
not Y — A. We could not have put up some of the lines at all that they 
built. We could not have got the right of way to do it. 

Q. If you had lines already reaching the same places, did you not have 
the right of way ! — A. No, sir. 

Q. How did you reach themf — A. We reached them by different 
ways ; sometimes by turnpike and sometimes on the railroad. We might 
have had the right of way on one side of the railroad without having 
it on the other. 

Q. Would you venture to state that the consolidations this company 
has made with these other companies has not had the effect of adding 
very largely to the cost to the company of sending messages as compared 
with what it would have cost if they had not consolidated t — A. I can- 
not tell what it would have been. All I know is that rates are lower 
to-day than they ever were in the United Statesl 

Q* That may be, and at the same time they are a great deal higher 
than they are anywhere else in the world. — ^A. No, sir ; I do not admit 
that. 

By Senator Wilson : 

Q. Were any of the lines with which the Western Union consolidated 
paying their exjienses prior to such consolidation T — ^A. I think not, sir ; 
in no instance that I know of. 

Q. Then what was the inducement to consolidation f — A. The induce- 
ment to get their receipts ; to get the business that they were doing. 

Q. Was it or was it not for the purpose of eliminating competition 
from the business f — ^A. It was for the purpose of eliminating competi- 
tioii. 

Q. That was the reason why you took in these lines at a greater cost 

8. Bep. 577, pt. 2 13 
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than would have accraed to yoa through the constructiou or the runiiin «jr 
of other wires oyer yonr own lines t — A. It was more economical to tako 
them in and work the lines than it was to fight them. Yon nnderstancl 
that in taking in a telegraph line at perhaps nine-tentha of the statious 
we can operate those wires without any increase of expense, so that all 
the receipts at those stations would be clear profit to the Western Uniori 
Company. In a town of two or three thousand inhabitants one oper> 
ator can do all the business. If there are three companies there they are 
just wasting the money on two operators. 

Q. Still, there was the danger of preventing business going from yoix 
to the other lines t — A. They did not gain very much in receipts. Thej- 
all did about the same amount of business ; they did about a hundrecl 
thousand dollars a month. 

Q. If they did not take any business from yon or get business whicli 
would have gone to 3'on but for their existence, then there would have 
been no reason why you should have taken them in, would there f — A. 
No, sir. 

Q* So that it comes back to the point I suggested a few moments ago, 
that it was for the purpose of eliminating competition f — ^A. Yes, sir. 

By the Chairman : 

Q. Have all these lines that you have acquired by consolidations and 
purchases and in other ways been maintained and kept in working or- 
der f — A. Substantially so. 

Q. What do you mean by that answer f How many of them have 
been maintained t — ^A. We have taken in sixty or seventy thousand 
miles of wire, I suppose, and we have, perhaps, abandoned a thousand 
miles out ot the whole of it. We sometimes remove the lines to the rail- 
roads. A great many of these lines are on the highways, and we re- 
move them to the railroads rather than rebuild the lines on the highways 
when the lines need rebuilding. The ex])ense would be far greater to 
rebuild the lines on the highways than it would be to move the wires 
over on to a line of poles that we wonld have standing adjacent to the 
railroad. 

Q. Do you wish to be understood as saying that these consolidations 
were eflFected for the purpose of increasing your facilities in any case ! — 
A. They were efiected both for the purpose of increasing the facilities 
and for the purpose of getting rid of the expense of competition. Dur- 
ing competition the expenses are increased and the receipts are de- 
creased always. 

Q. These consolidations certainly were not made for the purpose of 
increasing your territory, were they ! — A. Some of them were. 

Q. Take, for instance, that of the Atlantic and Pacific t — A. Ko, sir. 

Q. And the American Union f — A. No, sir. 

Q. The Mutual Union ? — A. No, sir. 

Q. They did not add to your territory at all t — A. But the Southern 
Atlantic did, the Pacific and Atlantic did, the American Company did, 
and a thousand others did. I do not know that I should say a thou- 
sand, but a large number of others. 

Q. Some of those reached the same places with the Western Union 
and others did not t — A. Yes, sir. 

Q. Can you name a single town in the United States of two thousand 
inhabitants that the Atlantic and Pacific Company reached, the Ameri- 
can Union reached, or the Mutual Union reached, that was not reached 
by the Western Union t — A. No, sir ; I cannot. There may have been 
such towns. 
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Q. You cannot tliink of any place of any importance whatever ? — 
A. No, sir ; still, I think they had quite a number of offices we did not 
reach, because their lines were built to a great extent on the high- 
ways ; they went through towns that the railroads did not pass through. 

By Senator Wilson : 

Q. The dividend of your company has been aJboat 7 per cent. ? — ^A. 
Yes, sir. 

By the Chairman : 

Was it 7 per cent, last year t — ^A. Yes, sir. 
You divided 7 per cent, f — A. Yes, sir. 

* By Senator Wilson : 

Q. At the time of the consolidation there was about $15,000,000 of 
stock issued, was there ? — A. I do not know that I can state it accu- 
rately. It was $15,000,000, 1 think, on account of the American Union. 

Q. Take the American Union then, as an example, at $15,000,000 of 
stock } 7 per rout of that would be $1,050,000. Do you think that the 
matter of receiving 7 per cent, on $15,000,000 stock divided among the 
stockholders of the consolidated company, thus amounting to $l,0d0,000 
a year, had anything to do with effecting that consolidation t — A. iNTo, 
sir. The American Union was probably doing about $130,000 worth of 
business a month at the time of the consolidation ; our expenses were 
largely increased ; it was supposed that the company could save the 
most of that $130,000 or $135,000 a month by this consolidation, and 
get rid of the losses that would inevitably result from the extension of 
the American Union lines into other territories. We got these receipts, 
and we prevented further losses by the extension of their lines. 

By the Chairman : 

Q. Would it not be equally to your interest in the future, as it has 
S been in the past, to prevent any deficiency arising in this business t — 
I A. Oh, yes, of course it would. We are not crushing out these com- 

peting companies ; they are crushing themselves out almost always by 
reducing the rates below the point which will give them any profit. 
We are not on the defensive all the time, but we are not the aggressors 
in these competing fights for the business ; we do not cut the rates ; it 
is always our competitors who cut the rates, and we follow them; we 
scarcely ever do more than just follow theof. 

By Senator Wilson : 

Q. Do yon believe that such consolidations as have taken place in the 
past are calculated to induce the establishment of other lines in order 
that similar consolidations may be enforced ? — A. It may be so. 

Q. What is your judgment about that! — A. I think probably it is. 
1 am sorry to say that 1 believe we would have been a great deal better 
off if we had not had competition — ^the rates would have been lower than 
they are now, and the facilities would have been more equally dis- 
tributed over the whole country. 

Q. Then such consolidations in the future, arising from the establish- 
ment of competing lines because of the consolidations which have taken 
place in the past, will not have a tendency to reduce the rates f 

The Witness. Consolidations in the future t 

Senator Wilson. Yes. 

A. Well. I cannot tell about that 

Q. 1 understood you to say that if it had not been for this oompeti« 
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tion and the reaulting consolidatioDS yoar rates would have been lesc 
than they are nowt-^A. Tes, sir. 

Cj. Therefore the tendency of a repetition of that will be to increase 
expenses rather than to rednoe them, will it notf — ^A. It would have 2 
tendency to delay the redaction of rates. It is manifest that we lose a 
great deal of money when we have to divide a large portion of our bus! 
ness with competing companies. We cannot afford to reduce the rati 
as fast as we would if we had the whole field to ourselves. 

By the Chairman: 

Q. Your net earnings last year were $7,760,000 f — A. Yes, about that 

Q. And the gross receipts about $I9,00(h()00. Do you think that u 
about a fair proportion in consideration of the interests of the people 
who send messages and the interests of the Western Union Company^— 
A. All those receipts were were not for messages. Those receipts em- 
braced dividends on stocks held by the company; they also embraced 
earnings of other companies in which the Western Union is interested, 

Q. Can you state how much of it is for messages! — A, I can not ex 
actly ; I think perhaps $15,000,000 to $16,000,000. Dr. Green can prob 
ably state it more accurately. 

The Ohaieman. That was one of the questions submitted to him, sc 
I will not press it now. 

Q. If you had reduced rates to the level of those in other countries, 
do you not think it would have had the effect to prevent a great deal 
of competition f — ^A. No, sir ; I do not think it would. 

Q. Were not the high rates which you kept up a great inducement 
to competitors f — A. We have been reducing rates all the time for the 
last fifteen years. 

Q. That is not an answer to my question. If you had reduc^ your 
rates to the level of those in other countries do you not think it would 
have had the effect to prevent a great deal of competition f — A. If we 
had reduced rates below the point where we could make any money, I 
suppose it would. 

Q. You have consolidated altogether with how many companies ? — 
A. I do not know ; I suppose two or three hundred. 

Q. Have you ever taken in the property of any company at less than 
it would take to replace itf— A. I suppose we have taken in a great 
many less. 

Q. Any of considerable importance t Any of the larger concerns t — 
A. No, sir ; not very large. The old Western Union Oompany was 
made up of a great many smaller companies. There were hundreds of 
companies in the United States that did not average 300 miles of line 
each. 

Q. Do you not think that a great many of these competing companies 
have gone into the competition knowing that they could force the West- 
ern Union to consolidate with them on enormously profitable terms f — 
A. 1 do not think they knew it beforehand, but they probably hoped 
they could do it. 

Q. The expectation of being able to do so would be a strong induce- 
ment for them to build comi>eting lines t — ^A. Probably. There is money 
made in building these lines, perhaps. 
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TSoRYJN Obeen sworn and examined. 

By the Chairman : 

Question. In order that the persons who have been called upon should 
be prepared to answec the questions which were submitted, I sent to 
jou a list of interrogatories with a view of giving them an idea upon 
what points we desired to be informed early enough to admit of prep- 
aration of answers. I wonld ask you if you received them. — Answer. 
I did, but I did not understand that the committee had determined to 
put those questions to me interrogatively. The note of the chairman 
was to the effect that he submitted a paper containing a list of subjects 
on which the committee wanted information. I cannot see how all of 
them are pertinent to the inquiry in the resolution, and they certainly 
involve a turning out of private transactions and contracts of my com- 
pany that I am not authorized to make. They are not in my possession, 
either individually or as president ; they are on the private Ales of the 
company. I propose, however, to give the committee a good deal of the 
informatation called for in those questions, although I am assuming a 
good deal of authority in so doing. As to t^e amount of our property, 
as to our telegraph business, as to what we pay to operators, and for 
message service, for line amendment, and all that sort of thing, I pro- 
X>oee to give the committee some information. 

The GHAiiiitf AN. If there are an}' questions which do not properly 
come under the resolution of the Senate, they will not be pressed. But 
the resolution is one of considerable scope, and I think nearly all the 
questions may be said to come properly under the resolution. In order 
to get the information which the resolution calls for, we would be com- 
pel!^ to ask those questions. 
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The Witness. I hope the committee will not insist upon the pro<luc- 
lion of our contracts. In the first place, I am not authorized to produce 
them. It would be assuming an authority that ought to subject me to 
severe rebuke if I were to publish them without the consent of my co- 
trustees. As I said, they are not in my possession. In the seconci 
place, it would be improper to publish them v»ithout the consent of the 
_^other parties to the contracts. I can readily understand why the other 
parties might object. I promised the committee to send our contract 
with the Associated Press, and I had a good deal of trouble to get con- 
sent to send it. Finally, Mr. Smith, the general agent, said that there 
had been so much misrepresentation about the con tract that he thouglit 
I had better send it, and I did so. Of course it has already involved us 
in a world of trouble. Every association that imagines that the}'' have 
not as favorable terms as others are demanding of us more favorable^ 
terms. To publish our railroad contracts, and thus give every railroad 
company a chance to pick out all the favorable points in our contracts 
with every other railroad company, and then insist upon having a con- 
tract as good as a combination of all the best points in the contracts 
with other companies, would be to perpetrate such a wrong against the 
interests of my company as I could not do. The same thing applies in 
a great measure to press contracts. 

Q. In sending us a copy of your contract with the Associated Press 
did you think you were complying with your promise made to the com- 
mittee when you were before it ! In the contract you sent there is a 
' provision that former contracts are to remain in force. We know noth- 
ing whatever about the former contracts. — A. That is the only contract 
we have with the New York Associated Press. I am willing to state 
the general features of that contract, and I do not think you are likely 
to ask me any questions that I am not prepared to answer to-day ; but 
I am perfectly sure that the Associated Press would not be willing to 
have that contract made public. 

The Chaibman. The very portion of the contract which you object to 
making public is probably the very part we would want to know about, 
and therefore I do not think that stating the substance within certain 
limits would be of much use to the committee ; nothing short of the 
whole will serve the purposes of the committee. 

The Witness. As far as that particolar contract is concerned I will 
take the matter into consideration and consult the other parties. They 
may not object to its production finally, I do not know. There is noth- 
ing at all exclusive in it, and there is nothing in it that we have not 
been ready and willing to give to every association doing the like serv- 
ice. 

With respect to our new service I wish to say — and that may be con- 
sidered as testimony — that every paper that wants reports can get them 
on precisely the same terms that any member of the association can get 
its reports. There are no\wo combination services alike. The combi- 
nation service of the Western Associated Press embraces perhaps 15,000 
words a day, at least five times as much a^s any other association. It is 
compact, with a great number of deliveries. I do not know how many — 25 
or 30 drops at least — while the other comoination services have a very 
much smaller number of drops over as wide a range of temtory and 
with very much less service. But as to individual pai)er8, every one 
is served at the same price. We have a rate established with the N^ew 
York Associated Press for special reports from all points, which we 
give to everybody. -^ 
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. By Senator Wilson : 

Q. The twelfth claase of the coutract which you furnished the commit- 
tee reads as follows : 

NothiDg in the stipalations above set forth shall be coostrned to alter or amend the 
origiDal and supplementary contracts entered into between the Western Union Tele- 
graph Company and the Western Associated Press, dated January 11, 1867, March 1, 
1868, June 7, 1871, and September 21, 1878, respectively, and now in force. 

Q. Is there any objection on the part of your company to supplying 
the committee with the contracts specified in this clause of the one you 
have already furnished ¥ — A. I will answer that 1 am willing, and will 
advocate the supplying of that coutract ; but I would not do it without 
the consent of my executive committee and of the Western Associated 
Press. I have no right to do it. 

Senator Wilson, c )f course it is impossible to understand the force 
and effect of this contract without being able to examine the others 
mentioned therein. 

The Witness. That contract covers all the provisions of the contract 
with the New York Associated Press proper. The Western Associated 
Press formed a sort of an alliance with the Kew York Associated Press 
for the purpose of jointly getting foreign news, and became a party to 
this contract, and they prefer to hold on to their old contract. 

The Chairman. The request to be furnished with a copy of those con- 
tracts comes clearly within the scope of the resolution of the Senate, 
does it not f 

Mr. G. J. M. GwiNN (of counsel for the Western Union Telegraph 
Company). We think not. 

The Chairman. Let me read you the first clause of this resolution : 

That the Committee on Post-Offices and Post-Roads are hereby Instructed to in- 
qnire whether the cost of telegraphic correspondence between the several States and 
Territories of the United States, or with foreign countries, has been injuriously af- 
fected by large stock dividends made by the Western Union Telegraph Company by 
consohdatious between different telegraph companies, by working contracts with cable 
or other companies, by the leasing of connecting or competing lines, or by other 
meADS. 

It occurred to me that there could not be any doubt on that^subject. 
TUe committee calls for copies of these papers. If they are not fur- 
nished, of course it is matter for future consideration. 

The Witness. {Suppose, Mr. Chairman, you leave that until we come 
to it ', or, did you want to make that the first question f 

The Chairman. It will be perfectly satisfactory to me to leave it until 
we reach it in the regular order. We can take it up as one of the list 
of interrogatories. 

Q. The first question proposed is, what amount of mileage of poles 
and wires is actually owned by the Western Union Company 1 — A. I 
will answer that, while it would perhaps not be impossible to tell, it 
wonld require a great deal of time and clerical labor to ascertain. Nec- 
essarily a large amount of lines chjissed on our books as lines leased and 
oontrolled are those in which we have a very large ownership. We carry 
on the separate organization of leased companies for the purpose of 
avMiling of their franchises by their charters in the several States. We 
carry them as leased properties after we have acquired nearly all the 
st0i*'k, and in all of them we own more or less of the stock. All our 
orgHuizatious, except the American Union and the Atlantic and Pacific, 
were leased. The American Company was leased, the United States 
Couipany vrus loused, the Southwestern Comnanv was leased, but the 
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Stock of those compauies was so nearly all acquired — and in some in- 
stances every share — that they are now classed as owned lines. 

Q. The several companies that you name maintain an independent 
existence to this day f ^A. Yes, sir; they all maintain separate organi- 
zations. 

By Senator Wilson : 

Q. Are they the basis of any stock issued by the Western Union Y — 
A. They were the basis of the amount of stock agreed to be given for 
them at the time they were taken up. 

Q. Their original stock, then, is still outstanding f — A. It is outstand- 
ing, but it belongs to the Western Union Company. 

Q. If it is a separate organization from the Western Union, and the 
Western Union owns the stock, then it is still outstanding a« much as 
it would be if it were in the hands of private individuals, is it not f — A. 
I should call it instanding stock ; it has been locked up in our safe a 
good many years. 

Q. That may show the close connection between the two companies ; 
nevertheless, it is outstanding stock of that company leased, is it not T — 
A. Yes, sir. 

Mr. GwiNN. It is existing stock. * 

The Witness. It is existing stock. 

Senator Wilson. That is what I mean ; that is, the stock issued by 
the company whose lines you leased was not retired ? 

The Witness. It is still a live stock, the Western Union Gompany 
being the sole stockholder. 

Q. Now my question is, whether the property of the company whose 
lines you have so leased or made any arrangement in connection there- 
with, forms the basis of any stock issued by the Western Union ! — ^A. 
I^ot at all, except the stock issued for the exchange of that stock. 

Q. But still that stock has not been retired, has it f — A. No ; that 
stock has not formed th)d basis of issuing any additional stock. 

Q. But the property represented by that stock does form the basis t — 
A. No, sir ; not of the issue of any additional stock. 

Q. Then what was the Western Union stock issued for f — A. It was 
issued for the purchase of that stock. 

Q. Exactly ; but it was for the purchase of the property or firancbise 
of companies still in existence and whose stock is still outstanding f — ^A. 
Yes ; but among our assets in the treasury we have never classed the 
stocks of companies thus retired. 

Q, **Thus retired;'' what do you mean by that term! — ^A. Thus, taken 
up. We considered it retired from public transactions in it. 

Q. It has all the functions, however, of corporation stock, has it 
not! — A. It has. 

Q. It is used in the meetings of the company whose lines you leased! — 
A. It stands on the books as owned by the Western Union Company, 
and is represented by proxies issued by the Western Union Gompany . 
to vote iu annual elections of directors. 

Q. For all corporation purposes for which stock is used it is a <<live'' 
stock. ~A. Yes, sir. 

Q. Ou top of that stock — ^if I may be allowed to use that expression — 
there rests Western Union stock issued in payment for that stock. — 
A. Yes, sir. 

Q. But the stock is not retired. — A. No, sir. 

Q. It still has its functions as the stock of an independent company f — 
A. Ye8, sir. 
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By the Ghaibman : 

Q. Property you have acquired in this way is what you term leased 
property. — ^A. No ; I say that is the difficulty of ascertaining precisely 
how much property we own. 

Q. Yon mentioned the American Union as one of the leased proper- 
ties. — A. I said that is now classed as an owned stock, although there 
are about six shares of stock still outstanding. Still we class that 
among the owned lines. About $600 outstanding out of $4,000,000 
leaves it pretty well an owned line. There are others classed as leased 
lines in which we have a majority of the stock. Therefore, the classi- 
fication on our books does not represent all that is owned, because we 
have a large owiiership in the lines classed as leased. With that ex- 
planation, our owned lines are substantially 114,000 miles, and those 
leased and controlled, 30,000 miles. It is almost impossible to separate 
leased from controlled, becaui^e the lines belonging to railroad com- 
panies, which, under our contracts with those companies, they turn 
over to us for our operation and whjich we pay for in consideration of 
$12,000 or $18,000 a year free service, are as much leased lines as those 
for which we pay money rental. There is, perhaps, only one line that 
would come within the classification strictly of controlled without con- 
sideration, and in that there is an indirect consideration. There is a 
line fipom New York to Cape Cod, connecting with the French cable, of 
two wires, and it is turned over to our use and operation for mainte- 
nance without any fixed consideration applicable to that particular thing. 
In other words, as we were to have so much for each word (only ^ 
cents), they preferred to let us operate their line rather than be at the 
expense of operating it themselves, and they turned it over to us. In 
like manner, the wires owned are about 149,000 miles. 

Q. Wait a moment before you go into that question. You say that 
you have 114,000 miles of pole lines. — A. Owned lines. 

Q. Absolutely your own properties without any joint ownership with 
anybody. — A. I have given you an instance where six shares are out- 
standing. I say they are substantially our own. There is not enough 
aside from our own to affect 500 miles of it. But as all oui* lines were 
originally acquired by lease, and as death and disappearance of persons 
leaves a little bit of outstanding stock in a great number of them that 
we cannot find owners for, we class them as owned lines. 

Q. Can you state that there are none of what you call leased lines in 
which you own less that 95 per cent, f — A. I should think not ; I cannot 
state that positively, but I should think there were none in which we 
owned less than 95 per cent. 

Q. That is, there is no part of that 114,000 miles in which you own less 
than 95 per cent? — A. That is my opinion ; I have not noticed any ; of 
coarse I do not keep the books ; they are kept by the auditor, and the 
statistics are kept in our electrician's department ; and they have been 
pretty careful to class only as owned lines those that were entirely owned 
or almost entirely owned. In the Southwestern Telegraph Company, 
of which I am president, and my old company, in which my business 
commenced, every solitary share was taken up, and then a share apiece 
given back to three of us to qualify us as directors. That is the state 
of that. And I have given you the American. I think there are a few 
shares of United States outstanding, but certainly nothing like 5 per 
cent 

Mr, Gwnm. A very few shares of the old Western. 

The WiTiYESS. A few shares of the old Western that we have dropped 
from our list since the Baltimore and Ohio has had possession of it. 
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There are a few shares also outstanding of the Washington and Kew 
Orleans. 

Q. Tour books would show exactly what you own. — ^A. Yes, sir; the 
books would not show what we own in each particular company. It 
would take a great deal of work to ascertain what we own in each par- 
ticular company. 

Q. Now you may go on with what you were going to say in regard to 
the wires. — ^A. I was going on to say that with that same explanation, 
there stands on our books 348,817 miles of wire owned and 82,909 miles 
leased and controlled. The proportion of wire not classed as owned is 
larger because of the great number of railroad companies which have 
their own wires but have no poles — not a great many, but a number. 
Some of the largest railroad companies have not a wire belonging ta 
them, but some of them have wires. 

Q. Do you own as large a proportion of the 348,817 miles of wire as 
you own of the poles ? — A. I think much larger, because we have put a 
great many wires on the leased lines which we class as our own ; there- 
fore the proportion of ownership of wire is greater. Then in like man- 
ner we have a larger ownership, though not so large an ownership on 
that class as leased and controlled. 

Q. Can you tell me how many miles of poles that you have stated 
the company owns, are duplicated ? 

The Witness. You mean two lines on the same route. 

The Chairman. Two or more lines on the same route. 

A. Ko. I cannot tell you; I have not examined that question ; it 
would be a lengthy one to investigate. 

Q. For instance, with reference to the American Union property, did 
not that company and the Western Union have many lines along the 
same route ? — A. On the same general route, but not exactly. They 
did not go along any of our railroads, or at least on very few of them. 

Q. They reached the same points to a great extent, did they not f — 
A. They reached the same large points ; they touched a great many 
smaller points that we did not touch, but they went to the princip9,l 
points of any range, that is, the larger points on the trunk routes; they 
were generally on the highways. 

The Chairman. Perhaps further consideration of that matter would 
come in under subsequent questions relating particularly to consolida- 
tions, so I will drop that question at this point, unless some other mem- 
bers of the committee desire to pursue it further now. 

The Witness. That subject was very thoroughly examined, I will 
say to the chairman, in the Hatch and Williams cases, and a great 
many of those questions asked me have seemed to me to be in the na- 
ture of trying that case over again. The testimony was very elaborate 
as to what points were touched, what ownership was had by any ot the 
parties in the other, and all that sort. of thing, as affecting the legality 
of the contract, which was finally passed upon by the court of appeals 
of the State of New York. That case involved the contracts with the 
Atlantic and Pacific and with the American Union. 

Q. How many miles of poles and wire do you operate under contracts 
other than leases ? — A. That embraces it all. The wires leased and 
controlled are all that we operate that we do not own. My answer has 
covered all that. The only wires that we operate, under contracts that I 
can recall, are these wires to the French cable and the railroad liues^ 
which I have explained that in my judgment are just as much leased 
lines as any other lines, because we pay a consideration for them though 
we pay it in service and not in money. 
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Q. This 82,909 miles of wire inclades all the railroad lines. — A. All 
that we operate J yes. 

Q. Oroverwhichyou do any business. — ^A. Over which we do any busi- 
ness. If the chairman will notice, the full amount is stated in my annual 
report. These answers applj*^ to the 30th of June last. We have not 
made up any tabulated statement since. I have been in the habit of 
speaking of our lines as 150,000 miles of line and 450,000 miles of wire. 
They are undoubtedly all of that now, but they were stated on the 1st 
of July last at 144,294 miles of line and 432,726 miles of wire. 

Q. The next question is what amount you pay for rentals of these 
lines. — A. I have separated that for the purposes of the committee in 
considering this question, as I supposed they would prefer to have the 
telegraph and land lines proper stated separately. The annual amount 
paid for the last year — and it was a larger amount than ever paid for 
any pre\ious year — was $528,293.12 for line rentals, and that did not 
embrace $700,000 paid for the rent of the two Atlantic cables; $216,000 
was paid on an outstanding stock for the rent of the Oold and Stock 
Telegraph Company, which is not a telegraph company; it does not 
have any lines to send messages over; it does a commercial news 
and quotation business ; $85,000 was paid on outstanding stock in the 
Cnba cable. If the Government should entertain the idea pf the ac- 
quisition of our property, it would probably not want either the cable 
properties or the Gold and Stock business. I have therefore stated 
them separately. 

Q. State the amount and character of considerations other than cash 
Tvbich you paid for the same year for leased lines. — A. The only other 
consideration is telegraph service to the railroads. 

Q. Can you state what the value of that service wasf — A. I cannot 
state exactly its value, but I can give its approximate value. This will 
also answer another question which has been asked me. The amount 
of service classed as free service, whitjh has been done over our lines 
daring the last fiscal year, was 1,689,306 messages, of which I should 
say that at least 1,400 were sent ibr railroad companies under our 
contracts. The only parties having a frank to do all their business free 
over our lines are the directors. 

Q. Does this 1,689,306 include all the dead-head messages? — ^A. All 
the messages that were sent without being paid for. 

Q. By railroad companies. — A. By railroad companies. 

Q. And complimentary. — A. I would say that seven-eighths of them 
were railroad messages. I was going on to say that we do not separate 
this free service; all the messages sent without collecting tolls upon 
them are classed as free. The only service done absolutely free is on a 
class of complimentary franks given to most of the leading officers of 
railroads and others, and covers only their family and social messages. 
The only franks covering all business are to members of the board of 
directors. The railroad service is not a free service; we get a consider- 
ation for it, and, in fact, not all of this I have stated is without consid- 
eration. This is the whole amount of messages sent without collection 
of tolls; but in most of our railroad contracts there is a limit to the 
amount of free service to which they are entitled, and the excess is paid 
for at half rates. So that a great many of these 1,689,306 messages are 
the excess above the allowance to the railroads, and have therefore 
been collected at half rates. 

Q. The vice-president of your company stated that the value of the 
service to the railroad companies was over $700,000, between that and 
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$1,000,000. — A. I haven't it in money. I have stated it in messages. 
I think your question asked for messages. 

The Chaibmak. The question is with reference to the amount and 
character of consideration ; that is the way the question was put. 

The Witness. Ton had another question, I think, as to how many 
messages were sent free. 

TheOHAiBMAN. What number ofinstrnments do yon own? — ^A. I did 
not get the exact data, but I got it last fall and testified to it before the 
labor committee. My recollection is that it was 25,550 on the first of 
July last. 

Q. Those are strictly and absolutely your own proi>erty. — ^A. These 
are our own property ; yes. Nearly all the railroads operate our instru- 
ments. Judge Caton, from whom we leased the Illinois and Mississippi 
Telegraph Company, had a contract with the Illinois Central and a few- 
other railroads, by 'which they had to furnish their own instruments ; 
there are therefore a few instances in which the railroad companies 
furnished their own instruments. 

Q. These 25,550 instruments are all in actual use. — A. All in actaal 
use. 

Q. Can you state what number of instruments are used which are not 
owned by the company f 

The Witness. The number of instruments we have the use of not 
owned by the company t 

The Chaibman. Yes ; in connection with lines you have leased or 
made any arrangement with. — A. No, sir ; I cannot. That recalls some- 
thing to me that did not occur to me before. It is probable — ^in fact I 
. am quite certain — that some of these instruments were on leased lines, 
and might properly be classed with the properties. We have not sep- 
arated them. 

The Chaibman. I made my question very explicit, to cover only the 
instruments of which you had exclusive ownership. 

The Witness. It did not occur to me that those lines had instruments 
on them, and therefore that some of the recently leased lines with instru- 
ments are embraced. As to the older lines taken up, I am sure there is 
not one instrument left. The instruments are constantly being so im- 
proved that about every ten years we have a new set. 

The Chaibman. You do not know how many are owned in connection 
with the leased properties. 

The Witness. I would say that we own more than the proportion 
that the wire bears, because we own nearly all the railroad instruments. 
All that are used by railroads on their lines belong to us. So that there 
would not be as large a proportion of instruments on any of these leased 
lines as there is of wire, or anything like it. 

Q. Can you state how many offices you have, operated by your own 
employes! — A. I got up that data a year and a half ago, but I haven't 
it now. The total number of offices was 12,917. 

Q. That is the total number of offices, both those owned by the com- 
pany and belonging to all the leased lines. — A. The total number of 
offices at which we take messages. 

Q. Can you state how many of these offices are operated by your own 
employes t— A. In 1881, as some of you may know, I tendered my resig- 
nation, and made a little summing up of some things that were not 
stated in the annual reports. Then, out of 12,068 offices— that was at 
the close of 1882— there were being operated by railroads, without any 
direct money cost to the company, about 8,912 j I think I stated it in 
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my remarks at 9,000, but my recollection is that it was about 8,912 f 
leaving the company about 3,156 that were operated directly. 

Q. What is the number of employes required to operate those offices! 
— A. I cannot answer that question. 

Q. Oan you not tell the number of employes on your books f — A. I 
can state, but not to-day. 

Q. You cannot inform us about the number of persons you employ to 
operate these lines! — A. I cannot exactly. . 

Q. Can you tell how many the offices will average t — A. That is very 
variable. I presume there is no office operated by the company that 
bas not more than one employ^, and very few have so small a number 
aa that, because they are mostly on railroads and in small offices taken 
care of by the railroads ; there are a great many offices that employ sev- 
eral hundred. I have no objection to getting that data as near as I 
can, but my auditor told me that it would take a great while to ascer- 
tain it. We do not pay them from the general office ; they are paid at 
each particular office, and we would have to go through all the reports 
to see how many men were on the pay-rolls. 

Q. Have you not tabulated statements in your office from which yon 
can give that information! — A. We never have had tabulated state- 
ments of all the employes. Every office is a sort of separate subor- 
ganization, makes its reports monthly, and the amounts paid to the 
operators are carried forward. 

Q. Can you state how much it costs you for rent of offices f — ^A. Yes. 
Have you asked me how much we paid to operators t 

The Chaibman. Yes; I think you stated that 

The Witness. You have not asked me that question before. 

The Chaibman. That comes later, I find. 

The Witness. The committee asked for our annual reports since 
1865. 1 would say to the committee that we made no annual report, 
except one in 1869, of which 1 was unable to find a copy, until 1873. I 
can Ornish from 1873 to 1883 inclusive. 

The Chaibman. You have passed over a very interesting period 
urithout any reports. 

The Witness. There was no printed report made at all until one 
was made in 1869, of which I am unable to find a copy. It was a volu- 
minous report, contained a great deal of matter, and was made up by 
three or four difl^iBrent parties in our office. Mr. Orton was president. 
It was a great deal laughed at by very many of our people. Mr. Mac- 
Alpine made part of it, the auditor made part of it, and the treasurer 
made part of it, and when it was put together it did not fit in all places. 

Mr. Gabdineb O. Hubbabd. I can furnish a copy to the committee, 
if they would like it. 

The Witnbbs. We have not a copy in our office* 

Mr. Hubbabd. I think I have two copies. 

The Chaibman. We may as well adhere to the line of examination. 
Kow as to the rent of offices. 

The Witness. You have jumped over the salary question again. Yon 
ask me now what we paid for rent of lines. 

The Chaibman. No, for rent of offices.— A. Three hundred and 
ninety- two thousand, eight hundred and thirty-one dollars and one cent* 

Q. Th&t is correct for the rent of offices? — A. Yes, sir; and there 
should be added to it at least $100,000 for the rent tbr the main office in 
New York, which we own. 

Q. Do you own any other office than that f — ^A. We owned last year 
an office in Buffalo and one in Philadelphia. 
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Q. What did you say was the amount of rent paid t — ^A. The rent ve 
paid was $392,831.01. 

Q. That is tor the 3^56 offices t — A. Tea ; a great many of them we 
do not pay any rent for. There is some exception' to that. A part of 
this free business was given to hotels for office rent. We very gener- 
ally gave hotels free telegraphing, on business of the house, for aa 
office, and that should quiilify my other answer. There are a great 
many things t/o think of here, but that is all the money rent we paid. I 
should think at least tl40,000 should be added to that as the value of 
rents of that part of the property which we use and own. 

Q. What patents do you now own t 

Mr. Gardiner G. Hubbard. I would like to ask Br. Green one ques- 
tion before proceeding to the next question. 

The Witness. Mr. Chairman, I must protest against being cross- 
examined by parties whose only object is to destroy the value of our 
property. The misrepresentations of the gentleman who proposes to 
ask me questions have been so gross as to do great injustice. I cannot 
see the justice of having to sit here and be cross-examined by persons 
whose only interest and aim seems to be to destroy the value of our 
property. There is another man here that has been pursuing us for 
years with all sorts of annoying litigations. He is present at all the 
litigations we have, and his only aim seems to be to give us trouble. I 
think he has boasted of how much trouble he has given us, and how 
much expense he ha« put us to. I do not think that it is fair treatment 
to set that sort of element on me. 

The. Chairman. If any question is asked which is not proper, you 
have the right to object. It should not make auy difference as to whom 
the question proposed came from. Mr. Hubbaxd has made a special 
study of these matters. ' 

The Witness. I should prefer that Mr. Hubbard should not ques- 
tion me directly, but should hand his questions to the chairman, and 
let him decide whether to put them or not. 

The Chairman. He has given these matters luuch study, and has 
given us the benefit of his information. Mr. Hubbard will submit his 
question through a member of the committee. [To Mr. Hubbard.] Do 
you want to submit it now ? 

Mr. ^Hubbard; I will not press itat present. However, I would like 
to ask' Mr. Green one question : Whether I have in any manner done 
anything that he is aware of that has tended to destroy the value of 
his property f 

The Witness. I think you have very much misrepresented its value. 

Mr. Hubbard. In what respect t 

The Witness. In your paper and in yorir speech; and you have mis- 
represented facts, too. I cannot go over them now, but 1 can tell you 
if you want me to. 

Mr. Hubbard. I stated in my speech that I was not certain of all the 
facts recited to the committee, and that I .desired the committee to call 
upon the parties so that they might have an opportunity to correct me 
if necessary. It is not my intention, as you well know, to misrepresent 
anything connected with your company or any other. 

The Chairman. We will ask Dr. Green, before we get through, if he 
can make any corrections or suggestions in what you stated. 

The Witness. I have not Mr. Hubbard's speech before me, and I can- 
not go over everything at once, but I will do so at the proper time or as 
soon as I can. 
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By the Ohaibhan : 

Q. Now, as to patents; what have you to say on that subject I — ^A. I 
can only answer that the company owns several hundred patents and 
may be several thousand ; I cannot tell. A great many of them have 
not been looked at or listed for some time. We have a patent bureau, 
and the head of that bureau told me it would take him a great while to 
get up a list of the patents. 

Q. How many patents have you that are still in existence on which 
the time has not expired and which you consider of value? — ^A. A great 
many of them are of value, Mr. Chairman; I could not answer that 
question. You see when you take such a subject as the quadruplex, 
each particular man that gets out a quadruplex comes and sells us his 
patent. When we come to look at it we find that he has got fifteen or 
twenty patents covering various devices. I am not very familiar with 
patent work, but it has always seemed astonishing to me how many 
patents these men have to get to cover one general instrument. 

Q. Do you own the quadruplex patents? — A. I think we do. That is 
one question in litigation that has not been finally determined, and about 
which we have had a great many suits. But 1 think we own the con- 
trolling quadruplex patents. That is my judgment and the judgment 
of onr counsel. 

Q. Can you give us any information as to what the patents which you 
think are valuable have cost the company ? — A. I cannot at present. 
Nor does that seem to me to have any relation to their present value, 
since some patents that we were offered a few years ago at a very low 
price have got to be worth millions. The most of our patents ape cer- 
tainly worth a great deal more to us than they would be to anybody else. 
I suppose our gold and stock department must have three or four hun- 
dred patents covering their quotation devices. They are immensely 
valuable, because they are upon what does most of the profitable busi- 
ness of that kind. There are a great many quadruplexes, claimed to be, 
that have been patented that we do not own, but we think they are 
infringements. That is a question of law. There are a great many 
patents for quadruplexes that we have not bought; but we have bought 
a great many. 

Q. Oan you name the five patents which you consider of the most 
importance f — A. I have always considered the Page patent the most 
valuable one we have, and although we have got a judgment establish- 
ing it, we could never stop anybody. The courts grind so slowly that a 
patent runs out before you can get a fellow stopped. However, with 
respect to the Page patent, it was partly our misfortune that we after- 
wards took up the first two or three parties against whom we had gotten 
well under way in litigation ; we took up the companies by leases, and 
then, of course, the suit had to drop and begin over again. 

Q. Without going too much into detail, the object of the question is 
to ascertain approximately the value of your property in patents. The 
only ol^ect of the question is to ascertain how much your patents add 
to the value of your property. — A. I would rather have a little time to 
answer that question. I would not like to commit my company to any 
opinion on that subject, as perhaps I know as little about it as any ex- 
ecutive officer in the company. I think it likely Mr. Yan Horn could 
have given you more information on that subject than I can, 

Q. What was your capital stock in 1865 T 

The Witness. Are you not jumping over the salaries t I did not 
give yon those t 



208 TESTIMONY OF NORVIN QEEEN. 

The Chairman. The salaries of the employes of the company f 

The Witness. The operators. 

The Chairman. I thiuk I iDqaired abont that, but you may state it. 

The Witness. I might give you some other items of expenditure that 
would be of use to you if you are going to build a Government linei or 
operate one. I have listed a lot of things which I would as lief give as 
not. The salaries paid were $5,012,782.57, classed as such. 

Q. Was this amount, $5,012,782.57, paid to operators t — A. That was 
the salaries of men on the salaried list. 

Q. It includes the officers of the company f — A. That includes the 
officers of the company. 

Q. From the president down t — ^A. From the president down. 

Q. Can yon state what proportion of that is paid to the men employed 
in the various offices ? — A. I cannot state that at prc^sent, but that could 
be easily ascertained by the executive officers. 

Q. Do you include attorneys in "executive officers!" — A. Jh,nof 
we have only one attorney upon a salary^our office attorney, Mr* 
Carey, who gets a salary of $5,000. It does not include counsel. We 
have several counsel to whom we pay annual retainers, but they are 
not put in here ; those amounts are put in legal expenses. Mr. Chair- 
man, I find that this does not include the superintendent's salary, nor 
the salary of the clerk in the superintendent's office. I have given you 
$5,012,782.57 as salaries paid. We pay to messengers $703,341.61 ; line 
repairers, including repairmen, $939jS16.85; superintendents, $181,- 
708.38 ; reconstruction, $285,038.56. With respect to the superintend- 
ents, that is their salaries, their clerks, their stationery, and office ex- 
penses. With respect to line repairers, that includes the salaries of the 
repairmen and their gangs of hired men ; it also embraces the material 
used in repairs. In respect to reconstruction, that includes the salaries 
of the men engaged on that work, and also embraces the material used 
in the work. Something was said here about damage claims. In our 
expense account I find $21,723.19 paid for damage claims, for deliu- 
quency in the service. 

Q. During what time was thatt — ^A. During the year. I think some 
one said that the damage claims amounted to nothing, inasmuch as we 
never paid anything, except to refund tolls. 

Q. Can you state how many claims that covers t — A. No ; but I ex- 
pect it covers a great many. I suppose it covers a great number. If 
you want me to answer generally on that subject I have no objection to 
giving you our general rules with respect to it. 

Q. No one would bring a claim against the company, I suppose, an- 
less it was a pretty large one, would he ? — A. Oh, yes. 

Mr. Gwinn. I may say that a great many small ones have &llen un- 
der my eye, varying from $3,000 to $100. 

Q. You do not know what amount was paid on a few large claims f^ 
A. The i)roportion was very small. They were mostly compromised. 
1 would not think over one-tenth was paid. Probably $2,000 of it was 
for small recoveries. In Indiana they generally recover against us a 
statutory penalty of $100 where the service is delinquent ; very rarely 
recover actual damages. 

Q. Was that a fair average year for claims f — ^A. I think so. Perhaps 
it is growing a little every year. There is scarcely a sitting of the execa- 
tive committee that we do not settle some claim for damages by ad- 
justment or compromise in some way. 

Q. Your service is supposed to be improving every year, is it notf— 
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A. It is improviug, and it is increasing so much in amount, and proba- 
bly will grow more exacting every year. 

Mr. GwiNN. I would say that I have been employed as counsel by 
the company since 1863, and, I believe, we have had in Maryland four 
litigated cases ; everything else has been adjusted out of court. 

The Chairman. I think we might proceed to the next question. 

The Witness. Will you allow me to go through with this list of ex- 
penditures, that may or may not be useful to you ? I have given you 
the cost of maintaining the lines. We have paid $215,648 taxes. We 
have paid for office repairs and fittings $107,774. These are the items 
for the year. We paid for new instruments and repairing instruments 
^ 1106,805.17 ; for maintaining batteries, $338,647,40. The last item is 
the rents, which I have given you before 

Q. Referring now to my former question, which was in the regular 
order in which the interrogatories were submitted to you in New York, 
please state what was the capital stock of your compaiuy in 1865. — ^A. I 
knew very little of the company until I came to negotiate with it oh be- 
half of the American Company in the spring of 1^6. 

Q. You know what the capital was in 1865, 1 suppose ? — ^A. I only 
kuow it by what they tell me. I have some data here from the secre- 
tary, which show that the capital stock of the Western Union in 1865 
was $20,133,800. It has been increased as follows : For stocking the At- 
lantic and Ohio Company, $833,400. That -was a company from Phila- 
delphia to Pittsburgh with branch lines through Pennsylvania; it was 
almost M in Pennsylvania. 

Q. Was that the first increase t — ^A. Oh, no ; that is the first increase 
after 1865. 

Q. I mean after 1865 1 — ^A. Yes, sir. 

Q. What year was that in t — A. That stock was taken up in that 
year ; the contract had been made before. 

Q. Taken up in 1865 1 — A. It seems so from this statement of the 
i secretary. For the. Erie and Michigan, $68,000. 

Q. What year was that t — A. I presume that was all in 1865. No, 
sir ; this table shows the whole increase since 1865 up to this date, with- 
out giving the dates. 

Q. Does it not give the order in which they occurred f — A. I think 
it does. I think you will find them in their order. For the House pat- 
ent, $5,700. 

Q. The House line t — ^A. There was a company of seven persons that 
bought the House patents. 

The Chairman. We do not care to go into any further details about 
that 

The Witness. My opinion is that it was to extinguish the right of 

those seven parties in the House patent. We built the Western Union 

lines under it. For Pemberton and Colton, trustees, $3,800 ; that was 

another patent claim, no doubt. For Western Union bonds, $91,500; 

we took up that many bonds and issued stock in the place of it. There 

is a clause in all our bonds that they are exchangeable for stock. For 

, the Ithaca telegraph stock, $14,500 ; that was a line that belonged 

I principally to the elder Cornell, Governor Cornell's father. For the 

f California State Telegraph Company, $164,900. For the Syracuse and 

Binghampton telegraph stock, $4,800. For the Missouri and Kansas 

telegraph stock, $80,400. 

Q. You cannot tell the year that these transactions occurred, as you 
proceed, can you f — A. I think all this occurred in 1 805, because I think the 
secretary took them up in their order. I come next to the United States, 
8. Rep. 577, pt. 2 14 
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which I know occurred in 1866, aboat the month of February. But th* 
tranactions were not completed in any ooe year. The most of oar cou 
tracts, Mr. Chairman, were leases with the privilege of exchanging tU 
stock at a certain rate. Therefore the stock may have been a year o 
more in being taken up after the lines were turned over under the leaaet^ 
■and the transactions not completed in some instances for several year^ 
for the little outstanding stocks of some companies are still coming- ii 
now and then. 

Q. What was the next t — A. The next was the United States Tele 
graph Company, for which $3,885,200 was paid, and for the iriiite< 
States Pacific Telegraph Company $3,333,300. 

Q. Was that a part of the United States t — A. It was a separate com 
pany, 1 think, owned substantially by the same persons ; that is, th< 
largest stockholders were the same. However, I do not know as to that 
because it was before my connection with the Western Union Company 

Q. Can you inform us what was the extent of the property of tb< 
United States and of the United States Pacific; how many miles of pole^ 
and wires did they own 1 — A. They were pretty extensive. I think thej 
owned eastward as far as Portland, Me. ; westward to Omaha and tb( 
Missouri Biver ; southward as far as Louisville and Washington, cover 
log New York and Michigan and the other Western States up to Iowa 
I think that was about the extent of their lines. 

Q. Can you state the number of miles of wires and poles 1 — ^A. I can 
not; 1 have not examined it; I do not know whether we have it on 
record. I know that stock was given for their stock at the rate of two 
shares of Western Union for three of the United States. That makes 
the odd amounts. 

Q. Can you state who were the officers and directors of the United 
States and of the United States Pacific companies at the time the con- 
solidation was made t — A. The directors of the United States Telegraph 
Company at the date of consolidation with the Western Union Tele- 
graph Company were Charles McAllister, John D. Taylor, Theodore 
Adams, Thomas H. Wilson, John Hume, and Josiah King. 

Q. Were any of these officers of the Western Union t — A. I have not 
named all. David Fleming, George f. Plant, D. De Wolf, Lewis Boberds, 
Charles J. Martin, Henry Morgan, D. M. Barney, George S. Davis, 
Samuel Munn, James McKay, James S. Sturgis, William Orton, J. M. 
Schemerhorn, William E. Dodge, and Henry G. McKay. President, 
William Orton; vice-presidents, Lewis Boberds, Thomas H. Wilson, 
Samuel Munn, and James D. Beed. 

Q. These were the officers of the United States Company ? — ^A. Yes, 

SIT. 

Q. And of the United States Pacific also f — ^A. I havent got them. 

Q. They were the same officers, were they not ! — A. I guess they were, 
substantially the same. 

Q. Were any of these officers officers of the Western Union at the 
time! — A. No, sir ; nor directors. 

Q. Mr. Orton was the president ! — A. Mr. Orton was the president. 

Q. When did he become president of the Western Union? — A. 
About a year and a half after the consolidation, after his company was 
taken up. 

Q. In 1868 ! — A. No, I think it was in the autumn of 1867. His com- 
pany was taken up in February, 1866. 

Q. You call this a lease ! — A. Yes, sir. 

Q. You acquired this property under a lease t — A. Yes, sir. 

Q. Did you get the whole of the stock of those two companies f— A. 
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No ; I jast told you a bit ago that there was a little TJmted States stock 
oatstanding yet. We got nearly the whole. I think we got the entire 
stock ot the United States Pacific. My impression now, on reflection, 
is that that belonged to fewer persons^ I think that. was an enterprise 
of a few directors in the United States, and that it was in a few hands. 

Q. Yon gave yonr own stock in exchange for this stock t — A. Yes. 

Q. To the extent of something over $7,000,000?— A. To the extent I 
have given you. 

Q. Three millions eight hundred and eighty-five thousand dollars and' 
•3333,000 1— A. Yes. 

Q. I do not understand why you should call it a lease ; you acquired 
all their property, did you not? — ^A, The contract stipulates that it is a 
lease. 

Q. You do not pay them any rent? — ^A. There was nobody to pay 
any rent to ; we do not care to pay rent to ourselves. The contract is 
that we lease the property for 3 per cent, of its capital stock and agree 
to give to all the stockholders who want to exchange stock, two shares 
of our stock for three of theirs ^ those who hold their stock take their 
rental. 

Q. Wherein does it differ from an out and out purchase of property ? — 
A. It differs in this : That the directors did not feel that th^y had the 
right to sell the stockholders out, but they felt that they had the power 
to make a lease and permit previous stockholders to accept the sale of 
their stock if they chose, or take the rentals ; each stockholder has his 
choice. 

Q. All accepted except a few shares ? — ^A. All except a few shares. 
Of course it was made on a basis that made it desirable that they should 
accept and transfer their stock rather than to take their rental. 

Q. Can you not state approximately the number of miles of wires these. 
companies owned ? — A. I cannot any more than I have done with re- 
spect to the territory that they cover. I have no recollection as to what 
length of branch lines they have. I was not in either company at the 
time ; never had anything to do with the trade, and never canvassed the 
subject. 

Q. Your books contain an inventory of this property, do they not? — 
A. I doubt it. 

Q* You hardly purchased or leased that property without knowing 
what you acquir^, did you? — ^A. It is possible that the contract may 
stipulate something about the extent of the lines. Some of the con- 
taracts I have named do stipulate precisely ; that is to say, the lessors 
guarantee that there shall be so many miles of wire and so many miles 
of poles ; I have not examined that contract ; never saw it. 

Q. What territory did the United States Company cover that the 
Western Union had not already covered? — ^A. The Western Union had 
no lines east of North Eiver except a wire from Albany down to New 
York. We had no lines in the eastern' territory at all. 

Q« You mean east of .the Hudson River? — A. £astof the Hudson 
Kiver. I mean they had no lines east of the Hudson Biver except the 
lines firom Albany down to New York that they had acquired by pre- 
vious absorption of the New York, Albany, and Buffalo Company. 

Q« What portion of the United States lines was east of the Hudson 
Hiver ? — A. They pretty well covered New England, perhaps one-fourth 
ot it, perhaps one-third. 

Q. What other territory besides this territory east of the Hudson 
Ki\*er did the United States occupy which the Western Union did not 
occupy f — ^A. I should suppose a pretty large area ; the Western Union 
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lines were not then very extensive. As the United States went on dif- 
ferent routes, I assume that pretty mueh all their intermediate offices 
between the principal commercial points were offices not then reached 
by the Western Union. 

Q. Bid you acquire United States property before you acquired the 
American I — A. Yes. When you speak of me I suppose you mean my 
company, because I was not in the company at the time. 

The Chairman. I speak of you as representing the company. 

Q. You say that nearly all the territory occupied by the United States 
was a different territory from that occupied by the Western Union ? — 
A. Except meeting at the principal commercial points, say from New 
York to Chicago and Saint Louis inclusive. They reached the large 
commercial points in common ; but as to the routes of reaching them, 
they were dfeerent, and covered intermediate offices for the most part 
where they did not meet. i 

Q. What was the capital of the United States Company at the time 
the Western Union, as you stated, leased their lines? — ^A. I infer fit)m 
this statement that it was $10,000,000. All the stock we acquired we 
acquired by giving two shares for three. They were given twelve months 
to accept that option, and after that twelve months expired, we bought 
some of the stock for cash. 

Q. You are not able to give us any information as to the actual value 
of the property of the United States Company at that time? — A. 27o, 
sir ; 1 am not. 

The Chairman. That is the gist of the whole thing. 

Q. What was the next consolidation t — ^A. The next on the list here 
is the Truemansburgh and Seneca Falls line, $3,500 stock. For the 
Hicks & Wright's repeater, $1,500 stock was given ; that was a patisnt 
repeating iustrument. Then here is the Lodi telegraph stock, $500. I 
do not know what that was ; it might have been stock in some company. 

The Chairman. We do not care about that ; give us the next. 

A. Then there was the American Telegraph Company, $11,833,100. 

The Chairman. These were all in 1866 and occurred in the order in 
which you have given them. 

Q. What were the terms of that acquisition t — A. The lease was made 
at 8 per cent, with the privilege to exchange for stock at the rate of one 
share of American for three shares of Western Union. The American 
capitalization was $4,000,000. The American Company proper owned 
lines from New York eastward, covering New England. They had 
leased the Magnetic Company from Kew York to Washington, and they 
had leased the Washington and New Orleans Company from Washing- 
ton to New Orleans, by way of Charleston and Savannah, or having 
branches to Charleston and Savannah, and the Western Union Com- 
pany from Washington to Cincinnati, and the Lynchburg & Abing- 
don Company from Eichmond to Chattanooga. And in all those com- 
panies they had purchased for cash a large amount of stock which they 
did not capitalize, and they became the substantial owners of these prop- 
erties. That is the reason they were given three shares for one. They 
had a large amount of property which they had acquired out of earnings 
and had paid for, but which had not been capitalized. 

Q. Can you tell us the length of lines of poles and wires that the 
American Telegraph Company had when you acquired it f — ^A. I can 
only tell you the territory it covered. It was also leased. 

The Chairman. I will ask about that afterward. 

The Witness. No ; I cannot tell yon the length of the lines. They 
had also acquired the Nova Scotia Telegraph Company by lease, in 
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which they had purchased a controlling interest. They, therefore, ex- 
tended ftom North Sydney, at the Gut of Oanso, eastward to Kew Or- 
leans. 

Q. J>id the American Company's lines reach any point not reached 
by the Western Union, or cover' any important territory not covered by 
the Western Union ? — ^A. A very large amount of territory not covered 
by the Western Union. 

Q, Did the United States Company cover any important territory 
which was not covered by the Western Union or the American f — A. 
Yes. 

Q. What was it ! 
i The Witness. Did the United States cover ! 

The Chairman. Yes. 

The Witness. Oh, 1 thought you asked me whether the American 
covered any territory not covered by the United States. 

The Chairman. I will go back now to the United States Company. 

The Witness. Let me answer the question a little more fully, be- 
cause I have not given you lull information of the extension of property 
of the American Company. What I have given you does not include 
the Southwestern. And here I want to correct a misapprehension under 
which the committee seem to have been acting. * The Southwestern was 
not stocked into the Western Union ; it was stocked into the American 
first, and formed a part of the American Telegraph property that went 
into this deal. The Southwestern had lines from Cincinnati into Texas 
by way of Nashville, Memphis, and Chattanooga, and to Mobile also, on 
the Mobile and Ohio Eailroad ; and the lines of that company formed a 
part of the American Company's lines when they stocked into the West- 
em Union. 

Q. What, in general terms, was the important territory covered by 
the American that was not covered by the Western Union at the time 
S of the consolidation, they having before that acquired the United 
States f — A. The important territory was everything south of Washing- 
ton and Louisville; everything south of the Potomac and the Ohio. 

Q. The Western Union Company had no lines south of these points f — 
A. The American occupied that territory almost to the exclusion of 
everything else, with the exception of a few little lines here and there. 

The Chairman. Kow please answer the question I put before. 

The Witness. As to the United States Y 

The Ohaibman. Yes; as to what territory the United States covered 
that was not covered by either' the American Telegraph Company or 
the Western Union Telegraph Company. 

The WiTiTESS. Let me remind the chairman that the United States 
wasiu^aired by the Western Union some three or four months before 
the American, and therefore all of 'New England that the United States 
had was territory that the Western Union did not reach ; it was the 
acquisition of the United States or lines comx)eting with the American 
in New England that first led to negotiations between the Western Union 
and the American. 

Q. The American had lines pretty generally throughout New Eng- 
land, had it notf-^A. Yes; and the United States was there in com- 
Iietition with them. The Western Union acquired the United States 
lines, and all of that territory was new territory to the then Western 
Union. Then when they acquired the American they got new territory 
throughout the South. 

Q. And the property that they acquired from the American in New 
England reached substantially the same points reached b}- thu United 
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States, whieh they had aeqoired before t — A. As to the larger pointB, 
yes ^ as to a great bamber of intermediate points, no. 

Q. Up to this time had you acquired any lines by paying for them in 
bonds? — ^A. I think some bonds had been issuea to purchatse som^ cash 
stock on the California State Telegraph Company. 

Q. That was in 1865 ? — A. Yes, sir. There was a part of the prop- 
erty of the California State Telegraph Company purchaeed for stock, 
and a considerable part of it purchased for casb. 

Q. Your annual report for 1869 indicates that you issued in the year 
I 1866 a little over $6,000^000 of bonds. Did not the Russian extension 
come in at that time ? — A. Yes ; but no such sum as that was is»aed 
that year. 

The Chairman. The last increase that we have, was made for the 
American Telegraph Company. 
f . The Witness. I want to make an explanation there* There was a 
little of the same thing done that was done when the Mutual Union was 
taken up. The stipulations of the agreement between the American 
and the Western Union — and that agreement I negotiated on behalf of 
the American Company — were that the Western Union should have 
$28,000,000 of stock agaiust $12,000,000 to the American Union j that 
is to say, we were to pay the American Company $12,000,000 m ex- 
change for their stock out of an aggregate of $40,000,000. In order to 
do that they issued $468,000 worth of stock to the old stockholders of 
the Western Union, which is put down here <^ to equalization of stock as 
per condition of agreement." That made the capital exactly $40,000,000. 
But the undertakings of the Western Union with respect to leased lines 
that had the right to come in and change their capital stock brought 
it up within a year or two afterwards to over $41,000,000. It was to 
be $40,000,000 with the consummation of that bargain. The obligation 
of the Western Union was out to exchange its stock for some other 
stocks which brought it above that. 

Q. Were the officers of the American and the Western Union the same 
persons to any extent f — A. I do not think there was a solitary man 
who was an officer in both companies. 

Mr. GwiNN. Entirely different? 

The Witness. Do you desire me to give you a list! 

The Chairman. Ko ; I do not think it is important. 

The Witness. 1 have here a list of directors in either company. 
They are entirely different men. I have their names here and can give 
them to you, but I do not think there is a single name that appears on 
both lists. 

Q. Did either of these companies up to that time have any debts 
which the Western Union Company assumed ! — A. None to amount to 
anything. When the American went into the Western Union the West- 
ern Union of course had its bonded debt. There may have been some 
little liabilities, but there were no debts that they were not able to pay 
any day. They had no bonded debt. 

Q. Then you may proceed to state what further increase of capital 
was made. A. The next item was evidently under a long previous con- 
tract, in exchange of Pittsburgh, Cincinnati aud Louisville stock, $41,00. 

Q. Was that in 1866, also ! — A. The contract for the taking in ex- 
change of this stock had been made as far back as 1859, but the stock 
was not exchanged. It is only $4,100. That was a very valuable line 
at one time, from Pittsburgh to Louisville. It was a link in the larger 
line to Kew Orleans, and did a very active business. The next was for 
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the Atlantic and Pacific Telegrapn stock, $8,400,000. For the American 
Union stock, $10,000,000 and bonds $5,000,000. 

Q. Was this all in one transaction ? — A. That is all one transaction ; 
ail one contract. 

Q. The American Union how much f — A. Fifteen million dollars ; 
being $10,000,000 in exchange for its stock and $5,000,000 in exchange 
for its bonds. 

Q. What year ?— A. That was in 1881. 

Q. There was nothing acquired from 1866 to 1881, except the Pitts- 
bargh, Cincinnati and Louisville? — ^A. No, sir ; there were several lines 
leased between 1866 and 1881. The Pacific and Atlantic and the South- 
ern Atlantic were the two most prominent, and then the Illinois and 
Mississippi. 

Q. Leased for an annual rental f — A. Leased for an annual rental, and 
a great many of. their stocks bought for cash. But there was no acqui- 
sition requiring an additional increase of stock. *I see it stated very 
positively that $2,000,000 was issued to take up the Pacific and Atlan- 
tic, the South^frn Atlantic, &c. There was not a tlollpr issued 'b- oi*T]er 
uf tiiose purposes, and whatever was paid lor stoclis iu those cumpaiiies 
was paid in cash out of the treasury of the company. There was no 
stock increase from 1866 to 1881 except these little tailings of a few 
thousand dollars in .carrying out contracts previous to 1866. 

Q. Did you acquire any other properties in 1881 ? — A. I do not know 
whether oirr contract for the Northwestern was made in 1881 or not j I 
do not know v.-UolLer onr Cauada contract was laadc in 18<S1 (^r not ; it 
was either 1881 or 1882, 1 caonot recall now ; I rather think, however, 
that the Northwestern Company was acquired in 1881. 

Q. Have you the amount paid for that! — A. No ; but I can give you 
the general information. The general tenor of the contract was that we 
paid $100,000 the first year, and incifeased a little every year until the 
sixteenth year. We were to pay at the rate of $150,000, which was 6 
per cent, on their capital stock, and it remained at that for the remain- 
der of the ninety-nine years. 

Q. You controlled that line entirely as a leased line by paying an 
annual rent f — A, Leased line. We paid their stockholders the first 
year 4 per cent.; the next year 4^; the next 4J : and »o on until the six- 
teenth year, when wv» paid thdm 6 ptr cont; aiicl ai ihat it remained. 

Q, And this rental is part of the $528,000, which you said you paid 
for the rent of leased lines f — A. Yes. 

Q. You did not add anything to your stock in that transaction f — A* 
We did not add anything to our stock ; that company covered territory 
that we did not touch at all. That company was by contract entitled 
to a certain territory. The committee may not know that in 1857 the 
principal telegraph companies met in New York and made what they 
called the six-party contract. There were ultimately eight parties to it, 
including the Montreal Telegraph Company. That six-party contract 
divided the territory between the companies that were parties thereto, 
and each agreed not to construct lines in the territory of the others, 
and to act exclusively with each other. That was the foundation of the 
consolidations which followed, or many of the early ones. The Western 
Union Company was a party to this contract with quite a limited terri- 
tory ; but it afterwards acquired the New York, Albany and Buffalo, 
which was one of the parties to the contract, the Atlantic and Ohio, 
which was another party to the contract, and when they took up the 
American Telegraph Company they look up other parties to the con- 
tract; that is, the American and the Southwestern. Then they leased^ 
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in 1857, the lines of Judge Caton, who was another party to the con- 
tract, and then they had taken in all the parties to the contract except 
this Northwestern. 

Q. «Tudge Oaton's lines were the Illinois and Mississippi f — A, Yes, 
sjr : he had two companies, the Illinois and Mississippi, and the Illinois 
and Missouri. 

Q. Will you state what rents you paid for those 1 — ^A. About $87,000 
a year, I think. We paid less than that, because we owned some of 
that stock; we have never^been able to acquire the whole of it ; that 
is classed as leased lines. Judge Caton owned a great deal of it him- 
self, and he prefers to keep it. 

Q. Do you know what extent of lines you acquired by that means! — 
A. My recollection is about 18,000 mUes of wire. 

Q. Do you remember the number of miles of poles f — ^A. Ko, I do 
not. He had lines running away up into Iowa, and had a good many 
valuable railroad contracts, and down to Cairo on the Illinois Central, 
and considerable lines over in Missouri. 

Q. You do not know the length of the lines ? — ^A. ISTo, I do not re- 
member the length of the lines. 

Q. Can you not give any information as to the length of lines of the 
Atlantic and Pacific and the American? — ^A. I would not like to under- 
take to give you any definite idea about it ; I think you have been 
pretty well informed on that subject. There are "several volumes of 
testimony in print upon it in those suits. • 

Q. Can you state what was the capital stock of the Atlantic and 
Pacific!— A. The capital stock was $15,000,000, but there was only 
$14,000,000 outstanding. We only took up $14,000,000. 

Q. That was before the consolidation! — A. Yes, sir; and we took 
that up at 60 per cent, in our stock. I would state that previous to the 
absorption absolutely, in 1877, a Contract between the Western Union 
and the Atlantic and Pacific Companies had been made which was of 
the nature of a pooling arrangement, by which they got 12J per cent, 
of the gros^ earnings of the two companies, and paid about IS^ per 
cent, gross expenses. 

Q. Can you state the capital of the American Union Company ! — A. 
$10,000,000 stock and $5,000,000 bonds. 

Q. You exchanged with them, giving them $14,000,000 of your stock! 
— A. Yes. 

Q. Can you inform us who were the officers of the American Union!— 
A. Yes; I have their names here. 

Q. Were they to any extent the same as the officers of the Western 
Union! — A. I do not think there was a single man director in both. 

Q. How was it with the Atlantic and Pacific ! — A. The Atlantic and 
Pacific had a large number of Western Union men in the board j that 
is, there were a number of persons directors in both boards. 

Q. Who was president of the Atlantic and Pacific Company t 

The Witness. You mean at the time ! 

The Chairman. At the time the trade was made. 

The Witness. At the time we took it up finally! 

The Chairman. Yes. 

The Witness. You see there were two trades made with that com- 
pany — one in 1877 for the pooling arrangement. 

The Chairman. 1 do noti refer to that ; when you acquired the stock. 

The Witness. At the time we acquired the stock A. B. Chandler was 
president. 

Q. Were the officers to any extent the same as the officers of the 
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Western Union f — ^A. They were not the same in any case, except per- 
haps the vice-president ; Mr. Van Home was vice-president of that 
company and of ours, but they had different secretaries, treasurers, and 
auditors. 

Q. The boards of directors were about the same? — A. Oh, no ; they 
were not about the same; there were perhaps seven men that were 
directors in both companies out of fifteen ; possibly eight, but I think 
only seven. 

Q. Were these trades with the Atlantic and Pacific and with the 
American Union separate and distinct transactions ? — A. No, sir ; they 
were part of the same transaction. 

Q. How did that happen f — ^A. It happened for this reason : that the 
taking up of the American Union necessarily unbalanced the pooling 
arrangement with the Atlantic and Pacific. We could not undertake 
to pay the American Union and add that much to our property and 
continue to give the Atlantic and Pacific 12J per cent, of the gross 
receipts. 

Q. Were those two properties substantially owned and controlled by 
the same parties ? 

The Witness. The American Union and the Atlantic and Pacific ! 

The Chairman. Yes. 

The Witness. Oh, no; not at all. 

Q. Then what had your trade with the American Union to do with 
the Atlantic and Pacific t — ^A. That is what I am telling you. We had 
a pooling arrangement which gave them 12J per ceut. of the gross re- 
ceipts. We were not going to pay $15,000,000 for additional property — 
we could not give them that much without giving them too much ; we had 
either to greatly reduce their pro i-ata receipts or take them up. 

Q. Therefore you made an arrangement to take them into the com- 
pany ? — A. Therefore we made an arrangement to stock them in. . 

Q. But the American had nothing to do with that If-— A. Nothing at 
all ; still, it was a necessary part of the trade. 

Q. They are substantially separate transactions ^ — A. Yes, but it was 
all put into one contract; it was a necessary part of the trade. 

Q. Of course the American Union people were interested in what you 
had to pay for Atlantic and Pacific f ^A. Yes, they were interested, 
as they would come in as stockholders, and so a new deal was necessary 
with the Atlantic and Pacific. 

Q. Have you any knowledge as to what the actual cash value of these 
properties was, or more properly the cost of construction? — ^A. I do not 
know. I have some idea, but you have had men before you that know 
very much better than 1 do. You had Mr. Bates, who was vice president 
of the American Union, and who was the general superintendent of the 
Atlantic and Pacific — a man who knows a great deal more about it than 
I do. My idea is that they cost something more than the $5,000,000 
because they bought Owen's lines and paid for them in stock. 

Q. Which were those! — A. The American Union. 

Q. Yon have no idea ajS to the amount of the investment in the At- 
lantic and Pacific at the time f— A. My opinion is that the Atlantic and 
Pacific cost a great deal more proportionately than the other company; 
I am sure it did. The Atlantic and Pacific had been running a long 
while at a loss, and they had to pay their losses. Besides the co<t of 
building their lines, they had many losses to pay, for they were in op- 
eration, I should say, eight or t.en years at least; they must have been 
started soon after the cousolidation in 1866. 

Q. if you cannot give us any definite information as to the value of 
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these properties, I will ask yon another qaestioo. What territories did 
the Atlantic and Pacific Company cover* or what important places did 
it reach which were not reached by the Western Union at the time the 
consolidation was made t — A. I do not think any important places. That 
ffronnd has all beeu gone over in testing the legality of the trade. Uii- 
aoabteilly the reason of the trade was to economize the operation of the 
propi^rty and stop duplicate and triplicate expenses, and to get tbi% 
American receipts; that was the motive. 

Q. Did the American Union cover any important territory which you 
did not cover before t — A. I cannot recall any at present. It certainly 
touched a great many places that we did not, but they were small 
places. 

Q. Did you actually increase the facilities of the Western Union Ck>m> 
pany for transacting business by these purchases or consolidations T — 
A. 1 think so. I think all the consolidations have increased the facili- 
ties and improved the service. The same messages had to be trans- 
ferred from one line to the other, and of course when they were in the 
same hands that transfer did not take them over to another of&ce and 
cause them to be rebooked and all that. 

Q. But these two companies did not reach any important places that 
you had not reached before? — A. I said they reached a great many 
places we did not reach, but no very important places. We were off 
the Baltimore and Ohio Railroad, for instance, and the Atlantic and 
Pacific was on it. 

Q. Do you know of any town of one thousand inhabitants that they 
reached which you had not reached before ! — A. I do not know that I 
could name one, but there were certainly a great many towns of a thou- 
sand inhabitants which they reached which we did not. 

Q. You cannot name one? — A. I cannot remember any names sprung 
upou me in that way. I suppose I could find a great many. A town 
of a thousand inhabitants is a very small place for a telegraph office^ — 
never large enough to pay the expense of an operator, unless it is a 
mining town or an oil town. 

Q. If there was no such town of any importance, what did you gain, 
or how did you increase your facilities by these consolidations ? — A. We 
needed the wires. We need more wires now. We always have needed 
more wiras. These oppositions which have been started and taken up 
by the Western Union Company have contributed very largely to the 
rapid development of the telegraph business in this country. The West- 
ern Union Company could not have built lines as fast as the growth 
of the business required it without suspending dividends, and their 
stockholders would not have bee«i willing to do that. If they sold their 
stock at all they would have to sell it at par, and that they could not 
do. It has very rarely been at par, except when there was a stock dis- 
tribution coming, and they could not without appropriating all their 
earnings. We have built from 10,000 to 20,000 miles a year of new 
telegraph lines out of our earnings all the time. If you look at these 
annual reports you will see that the increase is three or four times that 
much. We have never had wires enough. We could lease a half a 
dozen wires to Chicago to-day at a paying rate, if we had them to 
spare, without interfering with our telegraph business. My position 
has always been that our great competitor is time, and just as we gain 
time we can increase our business. 

Q. Could you not have acquired the same number of wires at very 
much less expense by building them than by leasing them f — ^A. It is 
quite possible, but we had not the money. We could not build them 
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in a year, and they occupied the same routes that ^ere desirable, the 
same rignts of way that were desirable. We had not the money to 
bniid new lines without stopping dividends. We did that for four 
years, put all our earnings in the plant, but our stockholders were not 
satisfied to have that continued, so that we have paid a moderate rate 
of dividends and put the surplus in new property. But that is not 
fast enough to meet the growing requisitions of the public, to say 
nothing of the very large increase of business. For instance, we have 
thiee opposing lines from Few York to Chicago, and yet our business 
at Chicago is $600 a day larger than it was last year, with the competi- 
tion of the Baltimore and Ohio Company, the Postal Company, and the 
American Bapid. 

Q. Has there been any reduction of rates to account for that ? — A. 
No reduction of rates. It is a question whether that would account for 
it if there was. There has been some reduction in specific classes of 
basiuess. There has been a reduction between the Produce Exchange 
in New York and the Board of Trade in Chicago by the Mutual Union 
and the Postal Companies. They are running a competition for this 
H|)ecific business. The Mutual Union is sending ten words for 20 cents, 
and the other companies send twenty words for 25 cents. They are making 
a specialty of that business, and we have devoted the lines of the Mu- 
tual Union Company to that particular class of business. The busi- 
ness has grown very largely under it, and both companies have got 
about as much as they can do. It is a business that can be done very 
cheaply, because it does not involve any booking or delivery. The 
messages are sent by dictation, and the answers received before the 
gender leaves the counter. That is a class of business that can be done 
at a very low rate. 

By Senator Wilson : 

Q. You spoke a few moments ago of the extension of lines ; from what 
source did the money come which paid for the extensions ? — A. It came 
irom our earnings in a great measure. 

By the Chairman : 

Q. Are you charging the same rate for messages to Chicago that yon 
charged two or three years ago f — A. Yes. 

Q. You have made no reduction ! — A. Kone, except in that specific 
class. 

Q. And the increase of business is in the other class upon which you 
have made no reduction? — A. Yes; in the other class. 

Q. What is your rat« ? — A. Fifty cents from Kew York to Chicago. 

By Senator Wilson : 

Q. Is it anticipated that the money taken from the earnings to ex- 
tend the lines will be capitalized t Is that what has been the practice 
of the company, if it has had any practice t — ^A. No, sir ; we have never 
capitalized but once. In 1881, when we made this deal to take in these 
new partners, we said to them, <^ If we have got to take in your stock and 
bonds at par, we cannot let you participate in the $17,000,000 surplus 
that we have got here; that we put in new property; you must let us 
eapitalize and use our surplus first." That is the only capitalization of 
the new proi)erty that has been made. The court of apx)eals of New 
York held that that was right ; that we had the right to do it. If we 
took in new partners and took their property at pretty high capitalization 
we were not going to let them come in to the extent of two-iifths of our 
rarpluB. We had been allowing it to be taken from our stockholders 
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and pat in new property for abont thirteen years and a half, I believe 
it waSy and it was agreed that we shoald capitalize and divide that sur- 
plos first. We did not capitalize it all at that time, because the prop- 
erty we acquired by our own constructions represents &om 50 to 100 
per cent, more money than we put into them. By our railroad con- 
tracts we get transportation free, and generally the labor, except the 
skilled lal^r, to construct the lines. 

By the Ghaibmai^ : 

Q. You give au equivalent for that ! — A, We give a free service ; but 
I said the money cost is all that stands on our books, and with what is 
contributed by the railroads it represents always 50 per cent, more in 
money value than it cost us, and in some instances 100 per cent., where 
the railroad company furnishes all labor and transportation. 

Q. In acquiring the proiierty of the Atlantic and Pacific and the 
American Union you increased your capital over $23,000,000. In your 
opinion what would it have cost you to increase the facilities yon had 
at that time to the same extent you increased them by adding these 
properties! — A. I cannot answer that question. In the first place, I 
should want to know exactly what the properties were, which I have not 
in my mind ; in the second place, I am not an expert builder. Take such 
a man as Mr. Bates, who was before you, and who has been on the ground 
and built lines and kept the accounts of men, and no doubt he could 
tell 3^ou better than I could. But I must say one thing, that it would 
cost a great deal more now than then, and it is costing more every year. 
Many States have followed the decisions of New Jersey, that the right 
of way along highways given by the State does not entitle telegraph 
companies to a right of way ; that the highway is an easement for that 
purpose, and only for that purpose, and the owner of the land upon which 
you desire to plant your poles can stop you from doing it unless you 
pay him therefor. So that even along highways we have had to pay for 
rights of way. 

Q. You have no question about your rights under the act of 1866 f — 
A. Oh, yes. 

Q. On post-roads ? — A. My dear sir, that is the very question that the 
court decided. We have the right to do certain things, but not the 
right of way. 

Mr. GwiNN. The Chief Justice decided that we must pay for it. 

The Witness. It only gives us the right to go on the post-roads, hav- 
ing acquired the place to put our lines. 

Mr. GwiNN. And acquired the right by contract. 

The Witness. We may acquire that right by contract or have it con- 
demned, but it does not say that the United States can give us the right 
to go on a railroad without the consent of the railroad. It only gave 
us the right to go on public lands of the United States. 

Q. Suppose you build a line over a wagon road, which is a post-road, 
would you have to pay anything more than damages done to private 
property! — A. According to recent decisions, the land owner would 
have a claim for damages, and not only that, but would have a right to 
say," You shall not put up your lines in front of my premises unless by 
process of condemnation." Most of the States have acts authorizing con- 
demnations. 

Mr. GwiNN. In the case of the Pensacola Company vs. The Western 
Union Telegraph Company (in 91 U. S., I think it is) Chief Justice 
Waite discusses the whole question in giving his opinion. 

/ 
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The Ohaisi^ian. There was a different point involved in that, was 
there notf 

Mr. GwiNN. The Chief Justice says that we must secure the right of 
way by contract or by condemnation; that we cannot erect our poles 
without making compensation. 

The Chairman. Has there not been a decision in Massachusetts of a 
different character! 

Mr. GwiNN. But the decision I refer to was from the Supreme Court 
of the United States. 

The Witness. I have been through a good deal of litigation and am 
pretty familiar with the decisions, although I am not a lawyer. But I 
know that a railroad company may contract to give a telegraph com- 
pany an exclusive right of way along its lines so far as the railroad com- 
pany can carry it out. But the railroad company cannot properly con- 
tract with a telegraph company to go on its road and give it the exclu- 
sive right of way as against the power of the State to condemn. The 
contract is binding, however, on the contracting parties, so far as the 
I>ower of the railroad company is concerned to carry it out. Neverthe- 
less, the State may authorize condemnation for other companies. 

The Chairman. I understand there has been a decision within a few 
days, or quite a short time, of a somewhat different nature. [To Mr. 
liines.] Will you not be kind enough to state it? 

Mr. KOBERT B. Lines. I have merely seen a notice of it in the press. 
It is exactly the reverse of the decision that Dr. Oreen states has been 
made in New Jersey, and perhaps in other States. It is to the effect 
that the rigl\t of way along highways is such as to authorize any tele- 
graph company to erect a telegraph line on them without paying the 
owner of the fee-simple. 

Mr. GwiNN. But still he has to pay a turnpike comj^any. 

Mr. Lines. That I do not understand to have been the effect of the 
decision. 

Mr. GviriNN. I have not seen a copy of the decision to which you refer. 

Mr. HtTBBARD. We have no turnpike companies in Massachusetts, 
thank Heaven. 

The Witness. I am very glad to hear that the decision goes that far, 
because we have two or three suits that have been pending two or three 
years. 

Mr. Lines. In the Pensacola case there was no question as to the 
right of the Western Union Company as against the railroad company; 
they were there under contract. 

Mr. GwiNN. The Chief- Justice said expressly that the act of 1866 did 
not give them the right to go there without compensation ; that the 
amount necessary to be paid for the enjoyment of the easement must be 
ascertained in the ordinary way, either by contract or by condemnation. 

Mr. Lines. Was that point involved in the case t 

Mr. GwTNN. Not directly. 

Mr. LnvES. Was there any question between the railroad company 
and the telegraph company 1 

Mr. GwiNN. The Chief Justice thought it was involved in the case, for 
he entered into a discussion of the point and decided it. 

Mr. Lines. I think your recollection is a little at fault. 

The Witness. You are speaking of the case in Massachusetts t 

Mr. Lines. No ; 1 am speaking of the Pensacola case, where, as I un- 
derstand, the Louisville & Nashville liailroad Company had given cer- 
tain rights to the Florida Railroad Company. 

The Witness. That is not a correct statement of the case at all. 
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Mr. LiNSS. It was the case of the Pensacola Telegraph Ck)mpany 
agaiast the Western Union Telegraph Company. 

The WiTNBSS. This was the case. The Pensacola Telegraph Oompauy 
had charter from the State authority giving them the exclusive right to 
build a telegraph line on that railroad, 40 miles, up to Pollard. They 
got into a dispute, they had no contract, but they were there simply. 
The railroad company made a contract with us to allow us to build on 
that road, but when we went to build on it they enjoined us, and the 
local courts sustained them and said that they had the exdusive right 
to build telegraph lines. We took the case up to the Supreme Court 
of the United States, and there it was decided that the act of 1866 gave 
us the right to go on that road if we acquired the right necessary to 
plant our poles. 

Mr. GwiNN. Either by consent, contract, or purchase. 

Mr. Limes. You and the railroad company were on the same side. 
There was no question as to whether you could build your line without 
paying for the right of way. 

Mr. OwiNN. Well^ the Chief Justice put it in. 

Mr. Lines. Then it was obiter dictum, 

Mr* OwiNN. But such obiter dicta are very respectable. 

By the Chairman : 

In regard to these two companies, the American Onion and Atlantic 
and Pacific, I believe I have substantially asked already whether, in 
your opinion, you could not have acquired these increased facilities at 
very much less cost than $23,000,000. 

Senator Wilson. That is by coDstruct^on rather than purchase. 

The Chairman. Yes. 

The Witness. « I presume we could have acquired them in time. 

Q. Do you to-day maintain all the lines you acquired from them f — 
A. Substantially all ; there are a few pieces of lines that we have sold 
to telephone companies in which we were interested. 

Q. Were there Dot a ^eat many miles of wires of these companies on 
the same rights of way 7 

The Witness. The same rights of way as ours t 

The Chairman. Yes. 

A. No. 

Q. Did not the Atlantic and Pacific andthe American Company and 
the Western Union have a considerable amount of lines on the same 
rights of way f — A. A good deal of the Atlantic and Pacific wires were 
transferred to our poles ; when I say a good deal, I do not mean a half 
or a third, but still quite a good deal ; and in one instance, along one 
of the railroads, from Chicago to Omaha, the American Union had bai't 
their lines just outside of the right of way, northwest, I believe ; and 
being just outside of the right of way, there was never any contract 
made with the railroad company. 

Q. Is not the principal cost of sustaining these lines in replacing the 
poles as they decay ! — A. That is the reason why some of the wires have 
been transferred to another set of poles; but, as a general rule, there is 
an advantage in having two lines of poles, so that if one breaks down, 
the other may be standing. 

Q. Where you construct lines, however, you never put up two lines 
of poles at the same time ! — A. We have constructed more than two 
lines between Kew York and Philadelphia ; we have constructed four 
or five, and I think we own altogether seven or eight routes. • 

Q. But that is quite a different thing ; I refer to a line of one or two wires. — 
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A. For one or two wires, or even for four wires, we would only con- 
struct one line of poles. 

Q, The larger proportion of your lines probably do not contain over 
four wires, do they f — A. I think one of the American Union lines had 
eighteen or twenty wiyes between New York and Philadelphia ; 1 know 
as many as eighteen. 

Q. But the entire property of the Western Union, according: to your 
own statement made to-day, will average only about three wires to a 
line of poles. I am not speaking about some particular line between 
large cities, but about the whole country. — A, I thiok that is about the 
average of the whole country, but you must remember that we have a 
^reat many branch lines and small lines. The present system does 
not average three wires, but you must remember that a very large por- 
tion of our lines are branch lines througB small places where we have 
only one line of wire on the poles. 

Q. How was it in that respect with regard to the other companies 
with which you consolidated f — ^A. They had not so many branch lines 
aB we had ; they went by the highways, and touched a great many in- 
termediate points we did not touch, but they were generally trunk lines 
striking for the large places, and had from two to four wires on a^line 
of poles. 

AcUoumed. 



> February 26, 1884:. 
!KoBYiN Obeen's examination resumed. 

The Witness. I have asked the stenographer if he has his notes of 
yesterday, but he has not. I wanted to see precisely what I am reported 
to have said in respect to the question of the chairman as to the owner- 
ship of Bot less than 95 per cent, of all the lines set down as owned. 
My recollection is I said that that was generally true and ought to be 
universally true; but that I could not say positively; that there were 
not instances in which we did not own as much as 95 per cent, of the 
lines. Is not that your recollection, Mr. Chairman 7 

The Chairman. I should have said that you stated there was no case 
in which you owned less than that. 

The Witness. I said I knew of no case, and that it ought to be true 
as to every instance ; but that as I did not keep the accounts and the 
statistical separations I could not say positively that there were not 
isolated instances in which we did not own so much as that. I think 
that is what I said yesterday. 

The Chajbman. I was desirous in that matter as in the others, to 
get exact information. 

The Witness. I will say that whatever we lack in entire ownership 
in the lines set down as owned is very largely overbalanced by our 
ownership in the lines classed as leased. 

The CHAiBistiAN. As your statements are made as approximate state- 
ments, or estimates, as near as you can reruember, and very few of 
them are accurate and explicit answers to the questions, I suggested the 
limit of 96 per cent, to ascertain whether you do practically own all of 
this property or whether a considerable portion of it in some cases may 
be owned by other parties. That was my object. I do not care to presd 
that matter any further. 
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The Witness. I have given you what I know about it. I said to yoa 
it would take a long while to cipher out the precise ownership outstanding 
and fractional, as it is in this great number of properties that have been 
taken up since and before 1866. The larger number haye been absorbed 
before 1866 rather than since, with which I am not so familiar, my coii - 
nection with the company beginning at that time. Let me make another 
statement in respect to my testimony of yesterday. I want to say first 
that all the expenditures of the company, including all tHe line rentals, 
are charged to current expenses, and not paid out of the profits, as is 
sometimes insisted upon ; that they are charged to current expenses 
before the profits ate stricken. I wish to say further that all the ex- 
penses reported yesterday do not apply to the expense of obtaining the 
revenues reported from the transmission of messages. We have now- 
leased lines at the rate of $5(^000 a month, $600,000 a year. Of course 
a part of the expenditure for the maintenance of lines, batteries, &c., 
applies solely to those leased lines from which we get no tolls or mes- 
sages. What I gave you yesterday was the earnings in that particular 
department of tolls on messages. Some of these expenditures apply 
also to the gold and stock department, from which we derive a large 
revenue on the quotations and commercial news service. 

The Chairman. We will go on now from 1881. What was the next 
increase in your capital stock after the issue of the stock for the Amer- 
ican Union f 

Mr. GwiNN. Is that the twenty-first question f 

The Chairman. We have not followed the order strictly. Dr. Green 
undertook to give us in answer to a general question a statement of all 
the dififerent consolidations, and I thought best to continue in that line. 
We reach the Mutual Union next, I think. 

The Witness. I gave you yesterday the stock issued for the purchase 
of the stock of the Atlantic and Pacific Telegraph Company, the American 
Union Telegraph Company, and the capitalization of the surplus by the 
distribution of $15,526,000 of stock to the old stockholders of the West- 
em Union. 

By the Chairman: ^ 

Q. When was that made?— A. That was made a part of the general 
deal in taking up the American Union and Atlantic and Pacific. As I 
said, it was stipulated that before taking them in, at least before they 
could share in the company, the company should capitalize its surplus 
invested in telegraph properties, and distribute it to its stockholders. 
It was a part, however, of the same contract. 

Q. What comes next to that 1 — A. Next to that is only a general 
item, covering the whole of the period from 1866 to the present time, of 
small amounts of stock issued in exchange for miscellaneous leases and 
for patents, amounting to only $11,310. 

Q. That was also in 1881 ? — A. ^N'o, sir : I say that covers the entire 
period. 

Q. When was it issued f — A. It was issued from time to time under 
the obligations of the company. 

The Chairman. That is a small amount It is immaterial. 

The Witness. It was issued under the contract of the company that 
they would exchange it for certain stocks. These were fractions coming 
in from time to time, altogether $11,310. I think I have omitted 
nothing ; but, for fear that I have, I will, if the chairman wishes, file the 
paper which is the work of the secretary of the company who keeps the 
records and who has given it to me. 



TESTIMONY OF NOR VIN .GREEN. 225 

Q. Does that bring it down to the present time ? — A. That is all th« 
capital stock that has been issaed. 

Q. You have^acqui^ed other property than that jon have mentioned 
heref — ^A. We have acquired other property; yes, sir. Since 1881 we 
have leased the North westerfi Telegraph Company, and acquired a large 
interest in the Great Northwestern Company of Canada, and we have 
also purchased and paid for in cash the lines of the Michigan Telegraph 
Company. They were lines in Michigan belonging chiefly to Mr. 
Balch. 

Q. How much did you pay for that property? — A. About $160,000. 
It may have been $162,000 or $163,000. It was a value obtained by 
arbitration. 

Q. Tou need not go in#o the details of that. It is a small matter. 
Are there any other items ? — A. Yes, sir. We leased the two American 
cables, the International Ocean Telegraph Company, having cables to 
Cuba, and the Gold and Stock Telegraph Company. Those transactions 
required the issue of no additional stock. . 

Q. Are there any others? — A. I do not recall any others. 

Q. Did you acquire the Mutual Union Line? — A. Yes, sir. That was 
the last acquisition. I thought I had mentioned that. 

Q. When was that acquisition made? — A. It was completed during 
my absence. The contract was made in February, originally. 

Q. February of what year? — A. February, 1883. It was really taken 
over in part in February. We were estopped by an injunction at the 
salt of Mr. Beiff, and had to work it separately for three or four months 
at an additional cost of nearly $300,000. The injunction was finally dis- 
solved and we took it over. 

Q. Can you give us the terms of that contract? — A. The terms of that 
contract were that we were to pay the interest on their bonds and 1^ per 
cent, dividend on their stock. 

Q. Yon did not issue any new stock for them ? — A. No new stock. 

Q. What was the amount of their bonds? — A. Five millions. 

Q. And how much stock? — A. Ten millions. 

Q. And you pay 1^ per cent, per annum on that? — A. Yes, sir. 

Q. For how long a time? — A. 1 think it is ninety-nine years. It is the 
usoal term of our leases. It is substantially permanent. 

Q. What is the interest on the bonds? — A. The interest on the bonds 
is 6 per cent. 

Q. How much property did you acquire from them ? It is a very 
recent transaction and I suppose you will have in your memory some- 
where near the amount. — ^A. I do not know. I could answer that qnes- 
tioii if I had prepared for it; but I cannot answer it now. 

Q. Can yon not give a close approximation of the amount? — ^A. I 
Tcmember now that they reported to the Stock Exchange 60,000 miles of 
wire, and that one of our directors, who was quite an expert in figuring 
cot such matters, ciphered them down to about 44,000. 

Q. Your opinion is then that there were about 44,000 miles of wiie? — 
A. That is my opinion. That is what was ciphered down by one of our 
directors who had a suit against them and was after them for a dissoiu- 
tiou of their charter. 

Q. About how many miles of poles ivere there ? — A. 1 should estimate 
that tbey had about an average of two wires to the j>ole. 

Q. That would l)e about 22,000 miles of poles? — A. Yes, sir; proba- 
bly over 20,000 miles. I confess that in making the trade we had a 
sharper eye to the revenues and expenses than to the mileage. Th» 
xevpuues were about $120,000 a month. 
S. Eep. 577, pt. 2 16 
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Q. Do you mean the receipts of tbe Mutual Union f— A. Yes, sir; the 
receiptH of the Mutual Union. They c1aimed$123,000 amonth. I ^hould 
say they were about $120,000. We estiniafeil that we ej>uld take over 
those earnings at less than half the expense tbey were at to get them. 

Q. Did the Mutual Union Company cover any important territory or 
reach any important places which bad not been reached before by the 
Western Union, and were not at that time covered by the Western 
Union f — A. Tbat depends very much on what you call important places. 
They reached a great many points that the Western Union did not 
reach, but they were not among the larger commercial cities. The 
W^CKtern Union had already reached every important commercial city. 
They reached a great many small points on their highway routes that 
we did not touch. 

Q. Can you name any important ]>lace? — A. I cannot name any place 
of importance. There may have been places of importance. I cannot 
say that there were. 1 can only say that they occupied highways that 
we were not on, and had a great many offices at places inhere we had 
not any. We had occasionally to turn a message over to them to enable 
it to reach its destination. 

Q. Did jou add anything materially to your facilities for doing busi- 
ness by this trade f — A. I think we did, sir. Forty-four thousand miles 
of wire is a very material addition to our facilities. I have said before 
that we could utilize all the wire we acquired, and we could use more. 

By Mr. GwiNN : 

Q. And you added large gross revenues I — A. Yes. We had more 
than sufficient facilities to do the business that we took over ; but there 
are always places wjiere we need additional wire. The fact that we 
needed their wire is evidenced by the fact that we went on building wire 
all the time after we got them. 

By the Chaiuman: 

Q. Over the same lines f — A. Over some of the same routes. 

Q. Between a few of the large cities, 1 suppose f — Yes, sir. 

Q. But not generally over the country where their lines extended! — 
A. Not universally so. 

Q. Over what proportion of the routes that they occupied have you 
added anything to these facilities f — A. We have constantly added 
wires from New York to Boston. We have constantly added facilities 
on the through routes between New York and Chiwigo. 

Q. What do you estimate to be the cost per mile of erecting lines 
through the country f I mea,n country lines; not those between a few 
of the larger cities ; say, out in the Western country ? — A. The cost is 
very variable. In the Western country, where timber is plenty, and 
wbere we can get poles with facility, a pole line can be erected ca])able 
of carrying from two to four wires at about $150 a mile. On the over- 
land routes to the Pacific it will cost three or four times that much. 
The cheapest lines we can build will cost us $150 a mile for the poles. 
The most expensive lines will cost from $600 to $800 a mile for the poles. 
I estimate the present cost of erecting wire on i)oles, except where lli© 
wire is to be transported to the Pacific or to the Pacific routes, at alwut 
$45 a mile. 

Q. How much do you say the cheapest line of poles costs f — A. The 
cheapest lines we build will covst for the poles $150 a mile, that is, for 
poles either of cedar or chestnut. We do not use the common timber. 
That includes the transportation and their erection. In most cases our 
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poles C08t us a8 uiuch, or more, to trausport tbem as they do to purchase 
them. We buy from 50,000 to 150,000 poles at a time constantly, that 
are brought over from Canada, where there is plenty of cedar, and it is 
cheaper than we can get it anywhere else. Throughout the South At- 
lantic States, or the Southern States east of the Mississippi River, we 
get our supply chiefly from the mountains about the headwaters of the 
Tennessee liiver, where there is plenty of cedar. 

Q. How many poles do you erect to the mile in your cheapest lines! — 
A. Rarely less than forty ; generally forty in thie cheaper lines. The 
original lines were built with about thirty poles to the mile, but they 
were not suliicient. 

Q. You have no general rule about the number of poles ? — rA. Oh, no ; 
no general rule. For heavy lines we often use sixty poles to the mile. 

By Senator Palmer : 

Q. It depends somewhat on the conformation of the country ? — ^A. It 
depends somewhat upon the conformation of the country. Over the 
Allegheny Mountains, on the through routes, where the roads are 
crooked and rugged, we use as high as eighty poles to the mile. 

By the Chairman : 

Q. The cost of the wire is pretty uniform all over the country, I sup- 
pose; it does not vary very much? — A. Yes, it does vary, because our 
wire on the Southern Pacific Railroad cost twice as much for its trans- 
portation there as the wire cost at the fiujtory. 

(J. What do you estimate to be the cost per mile of wire put up ? — A. 
lucluding the transportation, labor, cross-arms or brackets, and insu- 
lators, I estimate it at $45 a mile. I am speaking now of Ko. 6 and No. 
8 wire. Our 'So. 4 wire, of which we have several thousand miles, costs 
06 as high as $50 a mile at the factory. 
i Q. What wire do you use mostly? — A. Mostly No. 6. 
f Q. That costs you how much, including everything f — A. That would 
cost oiore than $45. I estimate that the average wire, No. 6 and No. 8, 
would cost $45 a mile. I do not think that any of these opposition 
companies that we have taken up have built their lines anything like so 
low as that. In the first place, it costs them a great deal of money for 
the right of way. Our right of way costs us a great deal. It is a con- 
tinuing cost on our part. But it did not cost us any money cash down. 
We pay for it by service to the railroad companies. Our lines on the 
through routes, the great trunk lines, where we have from eight to 
eighteen wires to the pole, I think cost us all of $600 per mile for the 
pole routes, and in some instances more than that. 

Q. That is between the large cities I — A. Yes, sir. 

Q. But that is a very small percentage of the whole f — A. It is not a 
very small percentage of the whole. 

Q. Of the whole number of miles ? — A. No, sir. If you take our lines 
from New York to Portland in one direction, and from New York to 
Washington south, and the two or three heavy routes from New York 
to Chicago and Saint Louis, they make considerable percentage of the 
} wbole. 

Q. Could you give us a pretty close approximation of what it would 
have cost you to have constructed the property which you acquired from 
the Mutual Union ? — A. I could not, sir. I can only say that they 
demoDBtrated to me that it had cost them more than $5,000,000. What 
it would cost to duplicate it, I cannot say. 
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Q. I made an inquiry yesterday afiT to whether the officers of the 
Western Union, and the officers of the American Union 

The Witness. Before we get off that snbject, I think it is only jost 
to my company to say that we do not consider the cost of the poles aucl 
wires as the value of our property. We think that there is a more iui- 
portant element of value, or another element quite as important to be 
taken into account — its franchise, its privileges, its advantages, and its 
earning capacity. I do not want the committee to understand that I 
give the estimated cost of poles and wires as the value of our property. 

Q. Its earning capacity depends very largely upou maiuiaiuing a 
monopoly^ does it not f — A. I have told the committee that with three 
competing lines at Chicago, our earnings are larger than they ever 
were. 

Q. You will hardly want to go on record as stating as a general propo- 
sition that your property would be worth less with abundance of coni- 
petition than with a monopoly, would you f — A. I do not understand 
what you mean. 

Q. I asked you if the earning capacity of your property, which you 
say is the important consideration with you, is not very largely depend- 
ent upon maintaining a monopoly of the business Y — A. I answer that 
it is not entirely dependent on the maintenance of a monopoly of the 
business. We have never had a monopoly of the business. There never 
has been a time when we had not competing lines. Of course I will say 
that a more formidable competition than we have ever had might re- 
duce our earnings. 

Q. Has not the competition you have had at times had that effect f — 
A. It has never had any appi*eciable effect upon the continued growth 
of our earnings, except when the Atlantic and Pacific made a drive of 
rates at us, and reduced the rate to 25 cents to all points east of the Mis- 
sissippi River. That was a losing rate for the business which had to be 
competed for, and affected our revenues. On that subject, I desire to 
say here that from my experience the revenues of the company from 
telegraph service will grow by a continuing and conservative reduction 
of rates: but with a sweeping reduction they would be materially dam- 
aged. The time may como when we can send a message a good deal 
further for 25 cents than we do now. We send it now for 25 cents within 
a range of 500 miles at a small profit. 

Q. You would call net earnings of $8,000,000 against expenses of 
$11,000,000 very conservative, would you not t — ^A. 1 do not care to ex- 
press an opinion upon that question. I do not think I ought to be asked 
to do so. I am here to testify to facts. When you ask me my opin- 
ion 

The Chairman. You have been expressing opinions very freely as to 
what the policy of the company was in regard to a conservative reduc- 
tion of rates, and I merely asked you if you considered that conservative. 
That was all. It was in the lineof your own statement, giving an opin- 
ion. 

The Witness. I will say to the chairman very frankly that we oper- 
ate our company to get the greatest amount of revenue we can. When 
I spoke of a conservative reduction of rates I spoke of it as giving us 
a larger revenue. We do not often reduce rates except when \ve be- 
lieve it will give us a larger revenue. The opinion has been expressed 
to this committee by a gentleman claiming to be an expert that a large 
reduction of rates would give more revenue and make more money. 1 
say that that will only be the result when the reduction is conserva- 
tively made, and that a sweeping reduction would give much less rev- 
enue. 
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Q. Was not youi oljject in acquiring tbe Mutual Union, as in fact all 
these other larger interests, really to avoid competition f— A. Partly, 
bnfc not solely. We were perfectly aware that we would have other 
comi)etiii<)n stimulated by it. The object was to acquire more revenue 
at less eAj>en8e. We believed that we should take over more than 
tlOO,(K)i» a mouth of their $120,(»00 a month of revenue, which we 
would be able to liandle at a cost of $50,000 a month. We thought it 
a good trade. But with a view of removing competition entirely we, 
certainly eould not have taken that action when there were two other 
competing companies in the field, and we were perfectly aware that 
taking u]) one company would only stimulate the others. 

Q. Alter you acquired the Atlantic and Pacific property you found a 
very material increase in your revenue from an increase of rates, did 
you not f — A. Only the restoration in part of the rates existing before 
that war of rates was made. A great many of the 25-cent rates brought 
about by that war of rates were allowed to continue, but beyond com- 
petnig points the rates were not restored to the extent of the full amount 
that had been charged before. For instance, the rate to Chicago had 
been 75 cents. It was made 50 C4*nts. The rate to Omaha was made 75 
cents. Now, I think it is only 60 cents. It was made 75 cents, but it 
had been before at least a dollar, and probably more. That is the only 
instance of any increase of rates to competing points following an ab- 
8orj>tion of competing lines, and that was so because there had been a 
decided and avowed war of rates. 

Q. That was the only case where you have either restored rates or in- 
creased them afterwards ? — A. Tbe only one of note. There may have 
been trifling instances, but that is the only one of any note applying to 
any considerable number of offtces. 

Q. Were there not some quite large increases made in certain por- 
tions of the South, for instance, upon the rates south of Louisville I — 
^ A. 1 think not. The rates South are lower now than they ever were. 

Q. Yes, but that is not answering my question. — A. I think there was 
a rate of 75 cents at the time of the Atlantic and Pacific to New Orleans, 
which was afterwards made a dollar, and has been i)ut back to 75 cents. 
The rate between New York and New Orleans is now 75 cents. 

Q. 1 asked you yesterday if any of the directors of the Western Union 
Company at the time of the consolidation with the American Union Com- 
pany were also directors of the American Union Company t — A. No, sirj 
none. 

Q. There were nonet — A. None. I could verify that. 

Q. Were not Mr. Gould, and Mr. Sage, and Mr. Eckert directors of 
the American Union Company! — A. They were not directors of the 
Western Union Company; they were directors of the American Union, 
bnt not of the Western Union. 

Q. They were not on the board at all f — A. Not of the Western Union 
previous to the taking up of the American Union. 

Q. Tbe twenty-fourth interrogatory relates to the amount of stock 

which the Western Union Company, or its officers or directors, held in 

i certain companies belore the consolidation. Are you prepared to answer, 

f flrst, as to whether the Western Union Company or any of its officers or 

directors held any stock in the American Union t — A. I do not know of 

a share, sir. 

Q. You do not know that there were none t — A. 1 do not know that 
ihere were none , but I do not know of a share. 

Q. Or in the United States Company t — A. Or in the United States. 
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You understand tliat was before my connection with tbe Western Union; 
but I do not think there was any in either instance. 

Q. There was none of the stock of the American Union Oouipany 
owned either by the Western Union Company or its officers or direct- 
ors t — A. Xot a share that I know of or have lieard of. 

Q. What is your answer as to the Atlantic and Pacific Company t — 
A. When we made the pooling arrangement with the Atlantic and Pa 
ciflc we made a contract for a little less than half of its stock, which 
was afterwards turned over to us^ and that probably had been increased 
from time to time to a little more than half when the final absorption of 
that company was made. 

Q. The Western Union Company owned about half of the stock at the 
time the consolidation was madet — A. At the time of the final consoli- 
dation. It did not own any of the stock at the time the pooling agree- 
ment was made, thongh there was an understanding by which we were 
to iiurchase some of the stock from certain large holders in the Atlantic 
and Pacific. 

Q. Do yon know at what rate the stock which the Western Union 
owned in the Atlantic and Pacific was purchased before the final con- 
solidation was madet — A. I think it was purchased at 25 cents. The 
company was at a low ebb at that time, but the stock sold very freely 
at 

Q. Did not the Western Union acquire a controlling interest in the 
Atlantic and Pacific before the final consolidation! — A. Yes; before 
the final consolidation I think it did. 1 am not sure it had a majority 
of the stock, but it had substantially a controlling interest at all of its 
stockholders' meetings. All the stock was never represented. 

Q. At what rate was the stock which they did not control at that time 
taken in afterwards t — A. At 60 per cent, in stock of the Western Union. 
But I began to say, and I think 1 am entitled to say, that the pooling 
arrangement increased the value of the Atlantic and P;!cific stock and 
made it a dividend-paying stock and consequently it sold very freely on 
the market above 50 before the final absorption. 

Q. The next interrogatory contains the substance of what has been 
asked several times l^fore. It is, whether all these lines which you 
have acquired from the several competing companies have been main 
tained and kept in working order by the Western Union Company. — 
A. That I think 1 have answered. Before the chairman gets away I 
w^ish to call his attention to a point. I do not want to dodge anythiu^^ 
I want to answer everything promptly and squarely. I think he has 
omitted to ask me whether any interest was held in the Mntual Union. 
I have not answered that we ha<l no interest in any of the companies 
we absorbed. At the time the negotiations for the Mutual Union com- 
menced the Western Union were the owners of three millions of its stock 
out of the ten millions which composed it. Before the consummation of 
the negotiations we sold that stock at what we thought was a better 
price than it would sell for afterwards, and so it turned out. We sold 
it at 20, and I think it has been selling on the market since at about IT 
oris. 

• Q. Is that the stock on which yon pay perpetually IJ per cent, t — ^A. 
Yes. sir ; 1^ per cent. 

Q. At the time of the final trade with the Mutual Union, which I 
think you said was in February, 1883, did the Western Union, or any of 
its officers or directors own any stock in itf — A. The Western Union 
Company owned this $3,000,000 at the time we commenced negotiations- 

Q. But afterwards sold it, you say t — ^A. Yes, sir. 
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Q. At the time the negotiation was i>erfected did they own any t— A. 
Ifo, sir. 

Q. They did not own any of the stock ? — A. We owned the right to 
call that stock back. We sold it with the right to recall it. That is all. 
1 do not know of any director that owned any. 

Q, That was three oat of the ten millions ?— A. That was tbree out 
of the ten millions. 

Q. Yon state that you have answered the question as to whether you 
have kept the property acquired in working order, and maintained it as 
working property ; but your answer did not give us any informatiou 
upon that point.. You did not state what ))roportion of the lines you 
maintain, — A. I should say that 95 per cent* of all the lines we have 
acquired have been kept and operated. Kot that large percentage of 
them have been kept intact. Where the poles have given out in many 
instances instead of rebuilding them we have moved the wires on to our 
poles. 

Q, Is that estimate based on figures from your books ? — A. Xo ; but 
I know we have neither sold nor destroyed any considerable amount. 
We have not sold any wire over 40 or 60 miles long anywhere, exc>ept 
where there was some telephone company in which we were interested. 

Q. Have you found it necessary to keep up two lines of poles and 
wires in every case 1 — A. I said we have not kept up 95 per cent, of 
them intact, but we have kept them so as to have all the benefits of th« 
facilities of the wires. 

Q. You have not kept 95 per cent, of the pole lines ? — ^A. No, sir. 

Q. Have you an idea of what percentage of the pole lines you havii 
kept up f — ^A. I cannot give you the facts and fij>ures, but certainly 
more than GO per cent. We always keep the pole lines until the poles 
give out. When the poles give out, instead of rebuilding the old line 
intact where it was, as in the instance I mentioned where it was outside 
of the right of way of the railroad, and in the bushes, we have either 
rebuilt it on new poles further in or put it in our poles. There are very 
many instances in which we have of choice elected to build two lines 
on a railroad and occupy both sides of the road ; very many instances. 
There is more reliability to be placed on twelve or fifteen wires put on 
two lines of poles than if they are all on one line of poles. Then, too, 
we have also thought it desirable to occupy both sides of the road in 
many instances. 

Q. Have any bonds ever been issued by the Western CTnion Company 
for any other consideration than money ? — A. I do not know what you 
would call any other consideration. We issued bonds for the purchase 
of the California State stock. Some of those bonds were sold to ths 
stockholders and the pay taken in stock. We issued some bonds in 
1867 for the purchase of the stock of what was called the American Unioa 
Overland Extension. Before the cables were laid across the Atlantic, 
the president of the Western Union Company went to St. Petersburg 
and arranged with the Bussian Government to build one-half of the \\n% 
from New York to St. Petersburg, the whole distance being about four- 
teen thousand miles. He undertook to build 7,4)00 miles of the line, 
which involved a cable of 600 miles across the Straits and a line way up 
the Amoor Biver. 

Q, This property was afterwards acquired for bonds ?— A. That prop- 
erty we acquired for bonds. It had been built pretty much up through 
British America. The company had quite a little deet of sailing vessels, 
and in one of them, the Egmont, they had some seventy or eighty miles 
of deep-sea cable. 
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Q. What amount of bonds did you iBsne for that purchat^et — A. A 
HttJe over three millioDS. 

Q. Have any other bonds been issued by the comp<iuy except those 
you have mentioned, in payment for property t — A. Thei-e are $ 1 ,500,000 
of bonds on our New York building. They were sold for money, but the 
money was applied to. the building. 

Q. How much cash has been received into the Western Union trea:^- 
«ry from its organization to the present time on account of tnbscrip- 
tious to capital stock! — A. I do not know anything about that. There 
has been no stock sold b^* subscription since 1 have t>eeu connected with 
the company. 

Q. Are you aware of the facts back of that time ! — A. No, sir ; 1 
know nothing of the original organization. The cash that has beeu 
received into the treasury since 1866 is shown in our annual i*eports,. 
and what disposition was made of it is shown by the same report>(. 
As our company was an organization of a lot of telegraph companies, all 
being entitled to so much stock for their properties, it seems to me it 
might be a company owning very valuable pro|>erty, although it never 
had a dollar of money paid for its stock. 

The (Jhaibman. The committee has requested you to furnish copies^ 
mf all the contracts with press associations since 1865. 

Mr. GwiNN. Mr. Chairman, I would be glad if you would include in 
that question all other questions which call for copies of contracts. 

The GHAiBMAii. Copies of C/Outracts with railroad companies are alno 
•ailed for. 

Mr. GwiNN. Contracts with railroad companies and cable companies* 

The Chaieman. Yes. 

The Witness. I indicated on yesterday, Mr. Chairman, what ray po- 
sition would be on those questions. 1 have furnished the committee a 
eopy of the Associated Pi ess contract, which I said was assented 
to by the Associated Press because there had been so much misrepre- 
•entation about our giving to the Associated Press any peculiar prefer- 
ential advantages. They consented to publish that contract in order to 
dissipate that impression. As that contract refers to other contracts, I 
have said to the committee that if I can get the assent of my company 
and of the Western Associated Press, I would furnish the other con- 
tracts to which that contract refers. I hope to be relieved from any 
pressure to furnish any additional contracts. My counsel will read my 
tesponse. 

The Chairman. I do not think we want to hear any argument on 
that subject. 

Mr. GwiNN. I do not want to make any argument, but just to put 
the matter on record. 

The Chairman. If there is any statement that Dr. Green wishes to 
make in connection with his refusal to furnish copies of these contracts 
it may go on file and be madcpart of the record. 

Mr. GwiNN. I simply want to read it, that you may understand its 
purport. 

The Chairman. Is it brief f 

Mr. GwiNN. It is very brief. 

The Chairman. If it is brief we will hear it, although, of course, this 
committee cannot decide whether the Senate has a right to call for 
these contracts. 
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Mr. GwTNN. I have recognized that fact. I will read the paper : 

To the Chainnaa of the Sabcoraniittee of the Senate on Post-Ofiices and Post Roads : 

The witness denires that the questions nuDibered 27, 35, and 36, addressed to him a» 
a witness, requiriuji: him to give to the subcommittee copies of the contracts made by 
the Western Union Telegraph Compauj' wit Ibthe railroad companies therein referred to^ 
•nd with press associations, and with certain cable companies, be referred to the whole 
Committee on Post-Offices and Post-Road-, that said whole conmiittee may determine 
whither the witness ought to be required to furnish said copies. 

The witness, acting under the advice of counsel, submits the following reasons for 
hiit desire that said questions should be considered, after argument, by said full .com- 
mittee : 

The ])articDlar questions tend only to the discovery of the contents of contracts 
mrde by the Western Union Telegraph Company in the conduct of its private busi- 
■ess. (Eilbouru va. Thompson, 103 U. S. Reports, 195.) 

It is not pretended that any oce of these contracts contravened any provision of tho 
*ot of Congress of July 24, 1»66, or any other law of the United States, or even that 
any one of such contracts exceeded the corporate powers of said company as a body 
doly incorporated under the laws of the State of New York, and transacting, by 
•omity, coi-porate business, in other States of the Union. 

This being the case, the witness respectfully submits that these contracts constitute 
a part of the private business of said company, and that neither this subcommittee 
Dorthe whole committee, nor the Senate, has the rightful powej to require the wit- 
ness to produce said contracts, as he is by said questions required to do, even if the 
witness was able to comply with such requirement, and the same was insisted upon. 
(Kilboum vs. Thompeon, 103 U. S., 196) 

The witness has (Kilbouru va, Thompson, 103 U. S., 19rj) voluntarily cbosen to tell 
the subcommittee all matters within his personal knowlettge concerning which the 
■ubcommittee has been pleased to inquire. 

He submits that, for the reasons already given, he ought not to be asked to exceed 
the limit which has been reached. 

If the inquiries proposed, however, and the requirements made of him were insibtcd 
upon, he is advised by counsel that he would not be able to comply with the requesr,. 
because the contract, copies of which he is required to produce, are not in his custody 
or control, and the same cannot be removed from the custody of the particular officer 
in whose charge they are, or copied, without the order of thn board of directors, or 
the executive committee, made in pursuance of their own authority, or of some law- 
fhl requirement, nor could said contracts be properly produced without the consent of 
Ibe other parties to said respective contracts. 

NORVIN GREEN. 
WA3HINGTOK, February 26, 1884. 

The Witness. I have interliDed after *' board of directors'' "or ex- 
ecutive cjommittee.'' Under our organization, the executive committee 
have all the powers of the board in the abseuce of the board. 

Q. Is the Western Union Company a private corporation in the same 
•euse that this real-estate pool was which was in court at that time ? — 
A. It is a "person" according to the 

Mr. GwiNN. As that is a legal question, I will answer that it is. 

The Witness. I also desire to present the opinion upon which I have 
acted here. It i& the opinion of Judge Dillon and General Swayne^ 
iobstantially to the same purport. In the conclusion to that opinion 
they advise me: 

Ho distinction exists in this regard between the rights of a natural and a corporate 
person. 

Shall I file this opinion as a part of my remarks f 

The Chairman. You may. 

The Witness. I will not trouble the committee to hear it. 

The opinion is as follows : . 

y«te T. BiUon, Wager Swayne.— Dillon Sc Swiiyiie, attorneys and eoaneelore at law, 106 Broadway^ 

Western Union building.] • 

New York, February 23, 1884. 

Dbab 8ib: You have shown to us as counsel of the company a Senate resolutioD, in 
which you are required to appear and testify as a witness. You have also shown as 
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a paper containing an enameration of thirty-Beven subjeets on which the ccmmitiM 
desires information, and upon which questions will be asked^ and among tbeui ono 
requiring you to furnish copies of contracts between your company and the New York 
Central Railroad Company, and other enumerated railroad companies, and also one 
requiring you to furnish copies of contracts with press associations sincu 1865. Yoa 
inquire whether it is your duty to fumisji such copies. After a careful scrutiny of the 
Senate resolution we discover no satisfactory evidence therein that it was intended 
to authorize the committee to go so far as to require the production of the private 
contracts of the Western Union Company of the character spe ciiied, and more es- 
pecially as the Supreme Court of the United States has decided, upon careful consid- 
eration, in the well known case of Kilboum v, Thompson, *'That neither Honseof 
Congress," nor any committee appointed by it, ** possesses the general power of mak- 
ing inquiry into the private afi'airs of the citizen.'' No distinction exists in this re- 
gard between the rignts of a natural and a corporate person. 
Very truly, yours, 

DILLON & SWAYNE. 
Dr. NoRViN Greex, 

President Wtetem UnUm Telegraph Company. 

The Chairman. In the Kilbourn and Thompson case it was asked 
by the court, if I remember rightly, whether this real estate pool was a 
corporation none of whose powers Congress could repeal f 

Mr. GwiNN. I have the case here. 

The Chairman. We do not care to go into it fully, because as I said 
before, the committee cannot make any decision iu the premises. 

Mr. GwiNN. So I understood, as you will perceive by the terms of 
the answer. 

The Chairman. I think it is unnecessary to discuss the matter. I 
merely make the demand upon Mr. Green to furnish copies of these 
<;outracts, which demand my duty requires me to make, and Mr. Greei 
declines to furnish them. 

Mr. GwiNN. Yes, sir. 

The Witness. I wish to say to the chairman that I will answer any 
questions as to the general features and provisions of those contracts 
within my knowledge. 

Q. [Exhibiting paper.] Here is a copy of a contract which was iiiadc 
a part of the court records in the case of the Western Union Telegrapli 
Company against the Western and Atlantic Kailroad Company. Is this 
substantially the same as all of your railroad contracts f-^A. I think 
not, sir. I have here this morning by telegraph from Mr. Van Horn, 
who has charge of all our contract relatitms, our standard form of con- 
tract. In a very large number of instances, this (K)n tract is our railroad 
contract. In a great many instances it is varied so as to be either bet- 
ter or worse for the company ; that is, a little more onerous terms are 
sometimes submitted to by the company, and a little better terms are 
sometimes obtained than we generally get, especially on unimportant 
roads, as, for instance, on a road running from Pensacola to Jackson- 
ville, in Florida, where there is not likely to be ^my telegraphic busi- 
ness worth mentioning. On an important cross-line of telegraph like 
that we expect the railroad company to bear some part of the exi)en8e 
of constructing the line, as it is a great deal more for their benefit than 
for ours. 

The Chairman. I would like to read one section of this contract, 
which Was put into the records of the court at the time this case wa« 
tried, and then ask you a question in regard to it. 

That the party of the first part shall have perpetual right of way to effect and main- 
tain telegraph lines alon^ said railroad of as many wires as may be necessary t(» ii* 
'butjiness, and additional lines of poles whenever the said party iu the first part shall 
«o elect, and exclusive right of way so far as the said party of the second part (that 
is, the railroad company] has the power to grant or secare the same; and said party 
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of the Bocond part, if it has the right and power to refuse, will not transfjort poles, 
wires, or other material, for any other tele^aph company at less than full rates of 
ireifrht thereon, nor distribute or unload the same at other than the regrular railroad 
stations of said road, and shcmld a competing line of telegraph be established on said 
railroad, then the party of the iirst part shall be released Irom its stipulation to 
trasmit free of charge any business of said railroad company off or beyond its line of 
road. 

Q. Is that a provision common to all these railroad contracts? — A. 
Excepting the last clause you read, it is a provision common to most 
of them. That last clause to the effect that we shall be relieved from 
performing our part of the contract is novel. I should not have remem- 
bereil it as being in any contract, except that I see il there. But as to 
the clause in which they guarantee us an exclusive right of way so far 
as the railroad company has power to maintain that position, and that 
they will not afford accommodation to competing lines by distributing 
their'poles along the road other than they are bound to do at regular 
stations, those two clauses are very common features in oar contracts. 

Q. You generally require that there shall be a provision by which the 
railroad company binds itself not to distribute material for any com- 
peting company unless it does it at full rates. — A. That is a feature ip 
the majority of our contracts. 

Q. And then only at stations. — A. Tes, sir. 

The Chaibman. I think this contract had better be made a part of 
the record. In this case the railroad company paid the telegraph com- 
pany for the cost of one wire, of which they were to have the exclusive 
use, and the question in the c^se was whether, under the contract, the 
property in the wire passed to the railroad company. The Supreme 
Court held that it did not, and compelled the latter to account to the 
telegraph company for receipts on commercial business. We will let 
this paper go in in connection with this examination. 

The Witness. We have no objection. 

The paper is as follows : 



In the Supreme Court of the United States, Oct. term, 1675. 
W. 

WK8TXBN AND 

f Extract ftom record. Exhibit A.] 



\ U. Tkl. Co. ) 

ND Atlantic B. R. Co. ) 



Articles of agreement made and entered into hy and hetween the Western Unioi 
Telef^raph Co., a corporation under the laws of the State of New York, as party of 
the first part, and the Western and Atlantic Railroad Company, a corporation undar 
the laws of the State of Georgia, as party of the second part, witnesseth : 

That in order to provide hetter facilities for the party of the second part, and to a 
better understanding of the terms on which the party of the first part shall occupy 
the line of railroad of the party of the second part with the line or lines of telegraph 
wires belonging to the party of the iirst ])art, and to permanently settle and define 
the business relations hetween the respective parties hereto, it is mutually contracted 
and agreed, in consideration of the respective obligations herein assumed, as fol- 
lows, to wit : 

The party of the first part agrees : First. To set apart on its line of poles along 8ai4 
railroad, a telegraph wire for the exclusive use of said party of the second part. 

Second. To equip said line of wire with as many instruments, batteries, and other 
necessary fixtures as said part^ of the second part may require for use in its railroad 
•t'ltions, and to put the same in complete working onier. 

Third. To run said wire into all the ofiices of said party of the first part along the 
line of 8ai<l railroad. 

Fourth. To have said wire set apart for the exclusive nse of said railroad company 
in the transmission of messages on the business of said railroad on and along the lina 
thereof; and all messages originating at any point on said road, whether sent from or 
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leeeived at the statious of said party of the second part or the alations of sai«l party 
•f the first part, on said road, shall be transmitted and delivered free tif char^j^e. 

Fifth. When the wire set apart to said railroad company shall not be in w« rking 
order, to transmit free of charge over other wires of said telegraph company the 
messagea of the officers and agents of the party of the second part on the bnsinosB of 
•aid railroad company, between points on said road where said telegraph company 
may have stations, giving precedence to messages relating to tho moviMiieni of traiuH 
over any commercial or paid messages, so far as the statutes of the S ate or the United 
States may allow snch precedence. 

Sixth. To furnish such principal officers and agents of the party of the second part 
as '- ay he designated, by application in writing, of the general superintendent ol unid 
railroad company, with annual franks or passes entitUng them to send messaireH fre<* 
over all the lines of the party of the first part: Pravidedy however^ That said party of 
the first part shall be entitled to charge up and keep acconnt of all such inessn^eM 
transmitted to or from any point off the line of said road of the second part, at itw 
Bsnal rates for the transmission of commercial messages, and for all of such account 
above the amount of $200 in any one month said party of the second part shall pay 
one-half thereof, being half-rates for all the business done over the lines of the saul 
party of the first part above the said sum of $200 per month, or in any one inoutli; 
mnd the party of the second part, in consideration of, and agreeing to all the foregoing, 
farther covenants — 

First. That the party of the first part shall have perpetual right of way to erect 
and maintain telegraph lines along said railroad of as many wires as it may deeta nee- 
•ssary to its business, and additional lines of poles whenever the said party of the first 
part shall so elect, and exclusive right of way so far as the said party of the second 
part has the power to grant or secure the same ; and said party of the second pat t, if 
it has the riglit and power to refuse, will not transport poles, wire, or other niateriul 
for any other telegraph company at less than full rates of freight thereon, nor rlis 
tribute or unload the same at other than the regular railroad stations of said road, and 
should a competing line of telegraph be established along said railroad, then the party 
of the first part shall be released from its stipulation to trauMmit free of change any 
business of said railroad company oS'or beyond its line of road. 

Second. To transport for said party of the first part, free of charge, all poles, wire, 
and other material required by said party of the first part for the constniction, reoon- 
•tmction, repairs, or maintenance and operation of its lines, and distribute at the 
places required such poles, wire, and other heavy material as may be needed along 
the line of said railroad, either in the construction of additional lines or in the re]»air 
of the same and of existing lines. 

Third. To transport in any of its passenger trains the officers and agents of the 
party c4' the first part, and put them off at any station on said road, or at any dis- 
covered break of the telegraph wires, such officers or agents presenting franks or 
passes, which shall be supplied at any ticket office of said party of the second part, 
on the application of a superintendent of the party of the first part. 

Fourth. To maintain all such telegraph stations as may be opened by or for the use 
and benefit of said railroad company, at the exclusive cost of the part)' of the second 
part, to appoint its own operators thereat, but to retain no operator who lefnses or 
persistently neglects to obey the rules and regulations of said party of the first part. 

Fifth. To receive for transmission and send over the wires, and deliver to address, at 
the railroad telegraph offices in town or at stations where the party of the first part may 
have no offices, all commercial or other messages, paid or to be collected, that may 
bo offered under the rules of said party of the first part, and. make monthly reports 
thereof, and pay over monthly to said party of the first part all the tolls collected 
thereon ; and to cause the operators and agents of said party of the second part to 
observe all the rules and regulations of the part.y of the first part with respect to the 
Bonthly reports of business and payment of all receipts thereon, and the regular 
rates of toll shall accrue to the party of the first part on any and all business received 
at or transmitted from the telegraph stations of the said party of the second part, ex- 
•ept the legitimate railroad messages of the said party of the second part. 

Sixth. To pay to said party of the first part the cost of constructing the wire herein 
designated and set apart to the exclusive use of said party of the second part, and 
the cost of equipping the same at the railroad stations not already supplied with in- 
•trumeuts, batteries, and other necessary fixtures, as soon as the cost thereof cau be 
ascertained. 

In witness whereof the parties hereto have by their proper officers and under their 
oorporate seals duly executed this agreement this I6ih day of August, 1670. 

The Western Union Telegraph Company, 

[L. B.] By WILLIAM ORTON, PreaidtniL 

Attest: 

GEORGE WALKKR, Sec' if pro iem. 

The Western and Atlantic Railroad, 

li- S»] By FOSTER BLODGETT, iSupt, fV, 4- A. H, R 
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It apppars from the reconl (p. 15) that Ibis wire was 140 miles lonp: and was charged 
to the R. K. Co. by the W. U. Co., at $5,97 cj. 44 — less than $r>0 per mile. 

The qneatiua in tliis case was whether, under above contract, the property in th« 
wire passed to the R. R. Co. The Supreme Court held that it did not, and compelled 
the latter to account with the Tel. Co. for receipts on commercial business. (See ale* 
contract W. U. Tel. Co. with. Pensacola and Louisville R. R. Co. at page 41 of n-cord 
in Snp. Ct., in Pensacola Tel. Co. r». W. U. Tel. Co., Oct. term, 1877.) 

Q. We have asked you for copies of the official reports of your com- 
pany since 1865. What is the auswer as to them f — A, I laid on your 
table yesterday all I bad. 

Q. What years are not included ! — A. There was no printed report 
made previous to 1873, except the one iu 1869, of which I think Mr. Hub- 
bard tumished you a copy. I have given you the reports from 1873 to 
1883, inclusive. 

Q. Does not the law of the Sbite of New York under which you are 
incorporated require you to make an annual report f — A. I do not know 
whether it does or not. We are making annual reports. 

Q. When you omitted during these years to make annual reports, was 
it in violation of the laws of the State f — A. I cannot say. I was not 
present then. I know that only one report was printed previous to 1873. 
it 1b very likely there were reports made to the board each year, or to 
the stockholders. 

Q. Is it not very a unusual thing for a company of such importance 
to pass a year or several years without making an annual report t — A. I 
do not know that the Kew York Central has ever made an annual re- 
port. I have never seen one. 

The Chairman. I cannot believe it is possible. 

The Witness. I do not suppose many railroads stopped to make an- 
nual reports during the war. 

The Chairman. There was nothing in the war that would have pre- 
vented your company from complying with the requirements of the 
statute of the State of New York which required an annual report. 

The Witness. I do not know whether the statute requires it, and I 
do not know how old the statute is, if there is such a statute. It may 
have been that it was in compliance with that statute that the company 
commenced to make annual reports. 

Q. For what years has your company omitted to make annual re- 
ports t^-A. My connection with the company began iu 1866, when it 
was moved to New York. The company was previously located at Ko- 
chester, N. Y. When the headquarters were moved to New York City, 
in 1866, 1 became a vice-president, after the American Union Company 
had been absorbed, and the first annual meeting thereafter was in 1867. 
The company was making very small dividends, 1^ per cent., and was 
a small affair compared withj^hat it is now. The next was in 1868, and 
the next in 1869, when Mr. i.rton had become president. 

Q. What w.as its capital then f — A. Forty-one millions. 

The Chairman. Then it was not a very small affair alter all f 

The Witness. It had about one-fifth the property it has now. 

The Chairman. Yet it had a paid-up capital of $41,000,ii00 at that 
timet 

The Witness. With a capital of $41,000,000 they had one-fifth the 
material property now owned by the company. Indeed, the company 
bail not that much in 1866. In 1867 the first account of its property 
was taken carefully, and then it had 37,000 miles of poles and 75,000 
©ileg of wire. 

The Chairman. You have not yet answered my question as to th« 
years iu which the omissions of reiK)rts were made. 
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Tlje Witness. I was aiisweriug that question. I said there was i:o 
report in 1867 or 1808, that there was a report made and printt^l in 
1869, and that there was no report printed after 1869 until 1873. 

Q. Was there a report in 1866? — A. No, sir; 1866 was the time of 
my connection with the company. 

Q. There was no report made then? — A. No, sir. In 1369 C!omuio- 
dore Vanderbilt and his friends came in. Horace Clark, formerly a 
member of Congress, and Mr. Schell, and a number of leading men came 
into the companj'^ and organized an executive committee, suspended 
dividends, and introduced some new features. I went away and became 
president of a railroad, and, although they did not accept my resigna- 
tion as vice-president, I had very little to do with the company for three 
or four years. I went back to active service in the company in Janu- 
ary, 1873, and in October of that year commenced the series of printed 
annual reports which I have given you. 

Q. I think with regard to a question that I jiroposed yesterday as to 
the expenses of the company for operators, you did not directly answer. 
It occurs next on the list of questions submitted to you, and 1 v ill 
call up that subject again. What was the amount expended for opera- 
tors, construction, and the incidental expenses during the last fiscal 
year ! — A. I gave you the amount paid in salaries, and I said that that 
embraced the salaries of operators, except as to the executive officers. 

Q. I would like to have you, if you can, in explicit terms, answer as to 
the expenses of the company for three items — operators, construction, 
and incidental expenses for the last fiscal year. — A. Construction is just 
what 1 have not got. 

The Chairman. If you haven't it, wo noed not lose any time on it. 

The Witness. I will explain to the chairman why I have not got it. 
Construction is an expenditure out of tie profits. What I have got is 
expenditures that are charged to current expenses. All construction 
and acquisition of new property is charged as an investment and not to 
current expenses. The salary list according to my best information at 
present embraces nothing but operators, except the executive officers. 
As to the amounts paid to lawyers, that is a charge to legal expenses. 
There are some annual retainers paid to counsel. 

Q. Can you state what items would be covered in the incidental ex- 
penses of the company ? — A. I see an item of miscellaneous expensed 
amounting to $219,749. 

Q. That covers all you would include as incidental expenses I — A. 
Yes, sir. I think that is much larger than usual, and chiefly due to the 
strike. 

Q. The next question relates to the subject of franks. We have had 
that up before, but I neglected to ask one^Dr two questions. What is 
the value of franks issued by your company exclusive of those that are 
issued for business purposes ? — ^A. I could not tell you that, sir. We 
do not keep them separately. 

Q. One class of franks you consider as in part payment for certain 
services rendered ? — A. Yes, sir. 

Q. And the other is complimentary f — A. The other is purely com- 
plimentary. 

Q. You do not keep them separate ? — A. We do not keep them sep- 
arate, because they are for the most part the same thing. That is to 
say, the presidents and superintendents of railroad companies, transpor- 
tation companies, and parties that we have large dealings with use these 
personal franks more than anybody else. We give them personal com- 
plimentary franks, as 1 said, that cover their family and social messages* 
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Q. The next question relates to the annual receipts for messages siuco 
1865. — A, I have not got that, sir. Until the last three or four years 
that amount is substantially embraced in our reports ] that is to say^ 
oDtil the last three or four years all our receipts except some rent from 
offices in our buildings at New York and Buffalo were for the transmis- 
sion of messages. Within the last three or four years we have had large 
telephone interests, and within the last two years we have had the gold 
and stock business, and have leased a good many lines. We had not 
any considerable number of leased lines until the last few years. There- 
fore there come into our revenues elements that amount to very consid- 
erable, that are not derived from the transmission of messages. 

Q. The object of the question is to ascertain what you have received 
for messages alone. Yon say you have not the figures. Can you state 
the amount received tor messages alone for the last fiscal year! — A. I 
stated it yesterday at sixteen million two hundred and some odd thou- 
sand dollars. 

Mr. Chairman; I am just in receipt of a message from William Henry 
Smith, general agent of the New York and Western Associated Press,, 
io respect to my testimony as reported yesterday, and another and sep- 
arate message requesting me to lay his telegram before the conimittee. 
Will the committee receive it ? 

The Chairman. I think we will have Mr. Smith appear before the 
committee, and that will be better than the telegram. 

The Witness. I have not read the telegram, and do not know what 
it is. 

The Chairman. It is outside of anything we are inquiring about now. 
It is the intention of the committee to call upon Mr. Smith to appear 
before the committee. 

The Witness. Then I will let him know that you will do that rather 
than receive his written statement. — >, 

The Chairman. Now, as to the annual receipts from the Gold and 
Stock Telegraph Company from cables, the International Ocean Tele- 
graph Company from leased lines and other sources than messages, and 
the annual operating expenses of each of these properties? — A. The an- 
nual receipts from other sources are the difference between sixteen 
milhon two hundred thousand dollars and nineteen million and some- 
thing. 

Q. Can you give us separately the receipts from the Gold and Stock 
Telegraph ? — ^A. I do not think I should be called upon to do that, Mr» 
Chairman. I am not authorized to publish all our business in detail. 
As it seems to me it is more for outside use than for this committee ; 
that is, it would be very much more used outside than by this committee. 

The Chairman. It is all relevant. 

The Witness. I have given you our revenues from telegraph service. 
It seems to me that is all this committee are interested in. The receipts 
from other sources are the difference between that and the aggregate. 

The Chairman. Our object is to ascertain as near as possible the cost 
to your company of sending messages under the existing state of things; 
and while you might say that the matter of receipts from these other 
companies is not particularly important in that connection, yet we do 
not know what proportion of the expenses of the Western Union is in- 
curred by reason of supporting them.. 

The Witness. That is a legitimate inquiry. I do not think the par- 
ticular business of the Gold and Stock or of the telephones is involved in 
this inquiry. I do not want to develop to this committee that the tele- 
phones are making tenfold more profit from the capital invested than 
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the telegraph. I am afraid my friend Hubbard's movement would be » 
boomenin^; and turn around and Htrike the tele]>hone properties. 

The Chairman. On what I know of the bu»ine88, 1 would very much 
rather take the eaminirs of the M^estern CTnion Telegraph Compauy on 
their capital invested than that of the telephone company. 

The Witness. Yon would make a great mistake. 

The Chairman. As far as we can learn from the witnesses we have 
had here we cannot find that there was ever any money invested in tho 
Western Lnion. 

The Witness. The court of appeals of New York found that ther© 
was more than $15,576,000 invested in new property since 1866. 

The Chairman. How was it paid for f 

The Witness. The proposition that because we take our earnings au^l 
put it into new property therefore it does not belong to us seems to ine 
to be too ridiculous for anything, if a manufacturer starts a mill cost- 
ing $50,000, and afterward, because of his success, improves that mill 
and enlarges it until it is worth $1,000,000, 1 would like to know whether 
that mill belongs to the people because he has made the money out of it. 

The Chairman. You made reference to the amount of money invested 
in the Western Union Telegraph Company. If there ever was any 
money invested in it we have not been able to find it out. The com- 
pany has acquired a great deal of property, but not by the investment 
of money. 

The Witness. But money was invested in the properties acquired. 

The Chairman. Not by the Western Union Company. 

The Witness. The stocks belonging to the Western Union Company 
that they have purchased from other companies and given their stock 
for amounts to more in dollars and cents than all of the stock they have 
got outstanding. The Western Union Company is a combination of all 
the telegraph enterprise in the country, or rather was, for the last thirty 
years and until very recently. All the money that has been spent in 
every quarter, by every organization, ha«i been gathered together in this 
combination, with the exception of the oppositions that have been started 
within the last few years. 

Q. You decline to state the receipts from the Gold and Stock Tele- 
graph Company from cables, the International Ocean Telegraph Com- . 
pany, and from leased lines ? — A. Yes, sir ; 1 decline to state the sepa- 
rate items of our balance sheet. 

Q. And the separate items of the operating expenses t — A. I do not 
decline to state them, but I am not prepared to state them. I do not 
suppose that there is $100,000 a year of that $5,000,000 for any other 
purpose than operatoi^s, but the exact amount 1 am not prepared to 
state. I think, too, that it is a legitimate inquiry as to what proportion 
of that expense pertains to the Gold and Stock, the cables, and the 
leased lines, but I Am not prepared to give you that data. Only a por- 
tion of the ordinary expense of maintenance of lines appertains to the 
leased lines, from which we get no revenue from messages. Our leases, 
as I have said, now amount to $50,000 a month to uewspai>ers and 
bankers and brokers. We have a great many lines leased by the year. 
The parties take them into their offices at either end and operate them 
themselves, but we maintain the lines and give them batteries, &c., so 
that some part of the battery expense and some part of the maintenance 
of the lines in the list given to you pertains to the leased lines, and there- 
fore not to the earnings. 

Q. You would have no objection to answering the question as to the 
sejjarate items of the operating expenses of each of the^e outside prop- 
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eitiefi if you had the knowledge in yoor poaaession f — ^A. If I had the 
data. 

Q. How long would it take you to acquire that information t — ^A. A 
few days. It is a matter of work for the auditor's office. They would 
probably have to go over all the monthly reports. 

Q. Does year declination to famish copies of contracts cover con- 
tracts with the American Cable Company and with the combined Eng- 
lish and French companies T — A. My objection applies to our contract 
with the cable companies. The lease of the American cable companies 
I have given you. I gave you that yesterday, because we were requested 
by the American Cable Board to publish it, as there was do much com- 
) ment as to it. 

Q. You have a contract with the combined English and French com- 
paoie& have you f — ^A. Yes 5 I can give you all the points 

Q. Can you furnish copies of the contract t — ^A. Ko, sir. I would not 
do that without their consent. But I can give you all the points of any 
interest to the telegraph service. The contract, I tell you very frankly, 
is one 

The Chaibman. I do not think we care to hear anything about it, un- 
L ss we can have a full copy of the contract. You will state such points 
as yon are willing to have known, and none of the points that we want 
to know. If we cannot see the contract, we will not waste time on the 
subject. 

The Witness. I do not know that there is anything in the contract 
with the cable companies that we would object to your knowing. I ob- 
ject to furnishing it on principle. This seems to me to be an inquisi- 
torial proceeding as to our private business arrangements. It is not 
that there is the remotest 

The Chaibman. You are a public corporation in that you accepted 
the provisions of the act of 1866, and Congress has a right to legi^te 
V in regard to your transactions. 
/ Mr. GwiNN. Not at all. 

The Chaibman. Have we not the power to legislate as to the inter- 
state business of the company f 

Mr. OwiNN. But not as to the conduct of its private affairs. 

The Chaibman. We c^n certainly regulate its interstate business. 

Mr. Gwnm. You are not of the opinion that Congress could require 
us to make certain reports to it at certain periods, as to our affairs f A 
fortiori we cannot be required to do it, without law, by a committee. 

The Chaibman. I shall leave this matter to be disposed of by others. 

Q. Can you tell me which of che directors of the Western Union Com- 
pany were stockholders of the cable companies at the time you leased 
them, and to what extent they were stockholders f — A. I could not tell 
you except from hearsay. I never was at a meeting of the board. I 
am perfectly willing to give you hearsay information. I have not any 
direct and positive knowledge on the subject. 
I The Chaibman. Then we do not wish to go into it. 

The Witness. These cables were generally understood to be Mr. 
Gould's projeet, and he was largely interested in them; but not so 
^e^lyy I ^.m sure, as many people gave him credit for. He owned a 
large interest, but the cable stocks were pretty widely distributed. I 
- know that fact firom the payment of dividends on the stock to a pretty 
long list. 

Q. Gk)ing back to some of the subjects we have had up before, I will 
ask you a question. Did the Western Union Company buy out the At- 
lantic and Pacific Telegraph Company and the American Union with- 
8. Rep. 577, pt. 2 16 
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<mt an inventory of the property obtained f — A. Without any strict in- 
ventory; yes. 

Q. You did not require any inventory showing the length of pole 
lines and wires and where located. — A. We did not require any, pre- 
liminary to the trade. I presume they had an inventory and map of 
the lines and the general facts. I am pretty sure they had. 

Q. Are you not able to inrnish that inventory T — A. I probably could 
fhrnish it 

Q. Have you any objection to furnishing it if we give you time to ob- 
taiu itf — ^A. I would not like to promise that I would. I should want 
to consult my executive committee; but I do not see any objection to it 
at present 

Q. Can you state the amount of gross receipts and expenditures and 
the number of messages of those companies the year before they were 
taken by you T — A. The gross receipts, expenses, and messages of the 
Atlantic and Pacific the year before they were taken can be readily as- 
certained. They were 12^ per cent., or one-eighth of the aggregate re- 
ceipts of the two companies. The last few years previous to taking up the 
Atlantic and Pacific, their lines were operated under a pooling arrange- 
ment with the Western Union, by which they paid 13.16 per cent, of the 
expenses, and got 12^ per cent, of the united revenues. They were op- 
erated, however, entirely separate. 

Q. Do you know what they were the year before the pooling arrange- 
ment was madef — A. The revenues were about $100,000 a month. 

Q. Before the pooling arrangementi — ^A. Yes, sir; and the expenses 
were probably all of that, and a little more. 

Q. Gould you give the receipts and expenditures of the American 
Union t — A. I could not for the year at this moment; but for the last 
two or three months the gross receipts were at the rate of $125,000 a 
month. 

Q. Do you know what the expenditures were f — ^A. The expenditures 
were reported to be and believed at that time to be some $10,000 or 
$12,000 less per month than that, but they never showed any profit for 
any continued term. The last two or three months before they taken 
in they claimed to be making money and undertook to demonstrate it, 
and did show that they were making then $10,000 or $12,000 a month. 

Q. Can you state the receipts and expenditures of the Mutual Union 
for the year preceding that in which you leased their property ? — ^A. I 
have stated that their receipts were about $120,000 a month. Whether 
they extended back for a year or not I cannot say. 

Q. Do you know what their expenditures were f — A. I think they 
were all of their receipts. The theory upon which we justified the deal 
with them was that we could take over at least a hundred thousand 
dollars a month of their receipts out of a hundred and twenty thousand, 
and that we could handle that business at a cost of $50,000, having al- 
ready provided sufficient terminal facilities to handle it. 

Q. Can you inform us as to the amount of receipts and expenditures 
of the American and English cable companies for the two years preceding 
the year in which you made the contract with the American Cable Com- 
pany ? — A. The American Cable Company did not open for business 
until we had taken it. 

Q. How as to the English companies f — A. The English companies I 
know very little about. 

Q. You do not know what their net income was ? — A. l^o ; the net in- 
come last year for all the companies was about a million pounds sterling 
or about $5,000,000 for the eight cables. 
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Q. Can you state what percentage of your bnsinsBS is transmitted 
short distances, say within a hundred miles f — ^A. Our investigations 
have shown that with the exception of KewTork, Chicago, Bost/OU,and 
•possibly one or two other business centers, more than 50 per cent, of tb& 
bnsiness of every telegraph of&ce is within 100 miles. 

Q. You make exceptions of a few of the large cities f — A. I make ex- 
ceptions of those. 

Q. If you include them would that change the result f— A. The ma- 
jority of their business is longer distance business. For instance, a 
very large percentage of the business of New York is between New 
York and Chicago, Chicago being the next largest commercial point. 
Another large percentage is between New York and Boston, but the]i 
New York does more or less business with almost every one of the thir- 
teen thousand offices. 

Q. Exclusive of those few large cities, you think 50 per cent, of the 
business is within 100 miles t — A. Within 100 miles. 

Q. In what cities are there exchanges connected by through lines 
over which messages are transmitted at reduced rates f — ^A. I think 
Baltimore, Cincinnati, New York, Chicago, and Milwaukee. There are 
possibly some others. I do not know whether reduced rates have ex- 
tended to Boston and Louisville. 

Q. What are the rates between these exchanges f — A. We are doing 
the business for 20 cents between New York and Chicago, and Balti- 
more and Chicago. 

Q. Twenty cents for ten words! — A. Yes, sir; and between New 
York and Baltimore for 15 cents. The Postal Company are handling 
that business at the rate of 25 cents for twenty words. 

Q. Do you know what is the annual number of messages of this kind 
and what you receive for them f — ^A. I think the messages betweeu 
New York and Chicago of that character on those exchanges will run 
from one thousand to twelve hundred and odd. 

Q. Can you state the number for the whole country f — A. No, sir ; I 
cannot I can only say that that system has not prevailed long enough 
to cut any figure in our average of rates, neither has the 15-cent rate 
between Washington and New York existed long enough to have affected 
the average in any of our reports. 

Q. Can you state the average charge per message for the last three 
or four years t — ^A. From the best figures I can get, the average charge 
per message last year was about 37 cents. That is lower than Mr. Hub- 
bard figures it, but I have no doubt that the number of messages han- 
dled last year was the number I gave him first, 44,000,000. 

Q. That average of 37 cents includes all the dead-head messages of 
course t — ^A. Yes. I want to make an explanation about the number of 
messages. Previous to last year we had been counting and charging for 
messages handled for the Gold and Stock service. Having leased the 
6old and Stock Company, we did not charge up the transmission of the 
commercial news service, and consequently its messages were not known 
and were under-estimated, I am satisfied, very materially. Then there 
was another large class of business, the handling of a very large num> 
ber of messages that were not counted at all, over these leased lines* 
In my letter to Mr. Hubbard, which was published in his article in the 
North American Beview, I estimate the messages at 44,000,000. When 
oar statement was made up by the auditor in that respect, it fell short 
about one and a half million. I could not understand how that hap- 
pened ; but when I remembered that a large number of messages had 
been handled over these leased wires that were not counted, and a large 
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namber bad been handled for the commercial news department of the 
Ck>ld and Stock Company, then I^aaw the reasons why the namber did 
not come up to my estimate. 

Q. Oaa yon state the average coet per message to the company f — ^A^ 
The average cost per message was abont 23^ cents. 

Q. Ton have not rednced the cost mach in the last five ^ears, h^ve 
2eoa f — A. No, w6 have not ; because of the exactions of the service. As 
I have said to the committee, at least 80 per cent, of onr bosiness, and 
possibly more, is commerciaL That bosiness is required to be done in 
the fonr or five hours of tiie bosiness day, and the exactions as to im- 
mediate, transmission and delivery are growing every year. We ooold 
handle the business in ihe twenty-four hours of the day at very mach 
less cost than we have to handle it in order to meet Uiese exactions of 
immediate service. We have to have a great many more messengers, 
more wires, and more operators at that particular time of day. Conse- 
quently the improvements in the art of telegraphinff are counter-bal- 
anced by the exactions of a prompter service. ^ 

Q. Can yon state what proporrion of the people never use the tele- 
graph t — ^A. I have said that some investigations we have made on that 
subject satisfy me that not as much as hi& a million people have ever 
used our telegraph in any one year; but thebnlkofthe revenue is deriv^ed 
from much fewer customers. A few thousand customers give us the 
bulk of our revenue. For instance, we have many customers who pay 
lis more money than the United States Government, outside of the Signal 
Service. All the business of the United States Oovemment, including 
all its departments, does not amount to as much as some of our Wall 
street customers pay us. 

Q. Has your company ever had a contract with any press association 
which required them to obtain their news through your lines and through 
no others f — ^A. I think the contract I gave you stipulates that the>' 
should use our lines when they were in condition. 

Q. And that they should not receive news sent over any other line. — 
A. Ko, sir; we have never made any such stipulation as that; but our 
stipulation is that they should use our lines exclusively for their busi- 
ness when we are in a condition to do that business. If a message is 
sent them over any other line nobody has ever objected to their receiv- 
ing it. It is only so far as they can legitimately and properly control 
the sending. 

Q. There is a contract between the New York Associated Press and 
the Western Associated Press which holds them to certain requirements 
in regard to the matter of news. — ^A. I want to say that, in a great 
numtor of instances brought to our attention, that feature has never 
been enforced or attempted to be enforced against any individual news- 
paper. It is a contract with the association. For instance, the New 
Tork Associated Press agree to give us all their business when our lines 
are in a condition to do it, but that does not prevent the Herald, the 
Times, the Ttibune, the Sun, or any members of the Associated Press 
from taking messages over other lines. There was a feature in the con- 
tract that they sh^ not be entitled to the reduced rates for special serv- 
ice unless they patronize our line exclusively, or substantially so, but 
that has been abolished by a general order of mine that all newspapers, 
whetiier patronizing thiscomimny or any other, should be entitled to the 
same rates for special reports. They are the rates stipulated in that 
contract. 

Q. Have you ever had any feature in any contract relating to the use 
of the telephone and prohibiting persons or newspai>er8 £rom using the 



TESTIMONY OP NOBVIN QBEEN. 245 

telephone f — ^A. Oar contract with the telephone company in settling onr 
leg^ fight with them, stipulated that we would lease them onr tele* 
phones, and turn them over to them^ for a royalty on all their revenues 
for telephone service on the condition that they should confine their 
telephones to the telephone business. 

Q, Did yon ever have any agreement with newspapers that pro- 
hibited them tcom using telephones t — ^A. I do not remember any, sir. 
It was not at all necessary, because the telephone company had no right 
to serve them. I do not remember any at all. If they ever failed to 
use the telephone it was probably because the telephone company felt 
that they had not any right under the contract with us to serve tiiem. 
In the &rst place, our company, under that contract^ is entitled to the 
exclusive license of the telephone for the telegraphie business. We con- 
sider^ that a very valuable feature. If the telephone ever comes into 
use as a telegraph, so far as the Bell telephone is concerned, we have tha 
exclusive right to use it for telegraphic purposes. The distinction be* 
tween the telephone and the telegraph is dearly drawn. A telephone 
communication is a conversation oetween parties at either end of the 
wire. For that kind of service they can use the telephone a thousand 
miles if they choose, or any other distance that people can talk over it* 

Q. You never have prohibited, in any way, nor attempted to prohibit, 
newspapers from getting news through telephone lines f — A. ISot that 
1 know of. ^ 

Q. Have you ever raised rates in cases of individual newspapers be* ' 
cause they would not agree to do their business exclusively with the 
Western Union f — ^A. That was done without my knowledge, and I im^ 
mediately had the money refunded. Gases of that kind came up not 
long ago with certain newspapers, and I said that we could liot sustain 
tbe action. 

Q. How long ago was that ? — A. It was before the meeting of Con* 
gress ; about November. 

Q. Was there more than one case f — A. There were probably a good 
many cases, bat there were only two brought to my attention. One was 
in Louisville and the other was in Cincinnati. Within a week or ten 
days after I had inquired fully into the subject I decided that we could 
not sustain that ground. Tbe action was taken by the head of our 
news bureau, and not by the direction of any of the executive officers, 
I bave always believed that all were entitled to the rates that anybody 
else got for like service, and that in law we eovld not collect any more^ 
and tiierefore I published an order in the telegraph paper that goes to 
all our offices, that all newspapers should be entitled to the special rates 
stipulated in the New York contract, so that they could get any amount 
of service and get it on our wires when they did not get it from anybody 
else, at just as advantageous terms as others. 

Q* Up to last November you had been in the habit of raising rates oa 
newspapers if they did not do their business with your company exclu- 
sively f — A. No, sir; I do not think we were in the habit of doing it. 
It may have been done. It may have been done in some incidental 
cases. It was never done with my knowledge, because I have said to 
car committee again and again that we never could sustain any dis- 
crimination in rates against newspapers ; that if they made a point on 
it and compelled us to sue them I did not believe we could collect any 
more than we charged their neighbors. That was my view as a matter 
of law. 

Q. There is only one other matter that I care to ask you any ques- 
tions about now. I want to inquire if there has been any negotiatioQ 
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between the Western Union company and the Baltimore and -Lie 
Telegraph Company within tiie last year t — A. None within the last year, 
that I know of. 

Q. Has there been any discassion of the subject that you know of? — 
A. None that I know of. 

Q. Between therepresentativesof the two companies t — A. None that 
has come to my knowledge. There was a negotiation some two years 
ago, but there has been none since that has come to my knowledge. 

Q. None within the last twelve months that you have heard off — ^A. 
No, sir. 

Q, No proposition for a consolidation from the oflftcers of either com- 
pany t — A. None that has come to my knowledge. 

Mr. GwiNN. I think you are safe to say that there has been none. 

The Witness. I think there has been some bantering, and probably 
some remark that the companies ought to come to an understanding ; 
but that is about all. 

The Chairman. I do not think it would be prudent to say that there 
has not been any, because I believe that there has been. You may not 
have known of it. 

The Witness. Mr. Gwinn has had charge of our litigation with them. 
Our biggest suit was argued last week before the Chief Justice and two 
other judges of Baltimore, and remains undecided. All I have heard 
about it has been when we have been taking depositions. I know Mr. 
Prick, their counsel, and others have frequently said that we ought to 
«ome to some understanding and settle our difficulties. That is all I 
have heard that approaches a negotiation. 

Mr. Gwinn. It is all that ever did approach it. 

The Chairman. It would be in entire keeping with many things that 
have transpired before, if the two companies were working together to- 
day. As far as the public is concerned nobody knows but what they 
are working together to-day. However, we have been informed that 
there has been an attempt at negotiation and that the papers have been 
drawn for that purpose. 

Mr. Gwinn. I can answer most positively that there is not a word of 
truth in the whole statement. 

The Witness. I presume that that has grown out of the fact that 
there was a negotiation two years ago last September and that the pa- 
pers were drawn and signed, when the arrival of the elder Mr. Garrett 
knocked it into a cocked hat. 

Q. When was that f — A. Two years ago last fall. Mr. Garrett ar- 
rived from the other side before the board had ratified it, and knocked 
it into pi. 

Mr. Gwinn. And we are now as far apart as the poles. 

The Chairman. You might be farther apart than the poles to-day 
and be together next week. 

Mr. Gwinn. Possibly. That happens with all of us. 

The Chairman. If the two companies can make more money by con- 
solidating their interests of course they will do so. 

Mr. Gwinn. That is so in all the relations of life, in politics and every- 
where else.' 

The Chairman. It will turn out as an inevitable consequence when- 
ever the two companies get into competition and the competition is 
etrong enough to reduce rates, that the result will be consolidation. 

The Witness. I will say very frankly that in my judgment the whole 
of the service in the United States can be handled cheaper, and cheaper 
rates afforded to the public in the hands of one party than would be 
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possible in the hands of a number. Where there is more than one com- 
pany there is a duplication of expenses to get the same revenue. 

Q. But if the benefit of the reduction of cost is not given to the pub- 
lic, but goes into the pockets of the stockholders it becomes an entirely 
different thing. It seems as if a tax of $8,000,000 a year upon the 
people of this country for telegraphic service is exorbitant for the 
amount of service rendered as compared with what is done in any other 
country. 

Mr. GwiNN. The rate of discount was not any lower in the Bank of 
the United States than it has been subsequently. 

The Chairman. Still there has been a great deal of experience in 
handling Government telegrax)hs and in furnishing cheap service. JTo 
the witness.] I do not think of any further questions that we care to ask 
you at present. I will look over the papers, and probably will ask you 
to come before the committee again. 

The Witness. When you look the papers over I would be very glad 
if you would remind me of the subjects on which you wish information, 
because some of them may escape my attention. 

The Chairman. If we call you again we will indicate the subjects. 
We have asked a good many questions on subjects to which you have 
replied that you were not able to give information, although you have 
no objection to answeriug. 

The Witness. I want to make one little statement, which the com- 
mittee may consider as testimony or not, as they please. While I object 
to the production of our railroad contracts and other matters of detail, 
yet if tbe Government, in its wisdom, should think proper to avail itself 
of the act of 1866, or otherwise proceed to condemn and take our prop- 
erty, I should consider any tribunal established for the purpose of as- 
certaining the value of the property entitled to look at everything. 

The Chaibman. After what you have said about the injustice of ex- 
posing the private business of other parties, I do not see how you could 
do so. 

Mr. GwiNN. The law of 1866 provides for the appointment of arbi- 
trators whose duty it shall be to discover those facts. That carries with 
it a jurisdiction which you do not possess. 

The Chaibman. It provides only that the Government may take the 
lines on an appraisement, and states how the appraisement ma^' be 
made. I do not see how that board can possess any jurisdiction that 
the power creating it does not possess. 

Mr. GwiNN. Oidy because the act of Congress gives it jurisdiction, 
and no act of Congress gives it to you. 

The Chaibman. It seems to me that a resolution of the Senate might 
be sufficient for the purpose. 

Mr. GwiNN. The Supreme Court says otherwise. 

The Witness. I only say that if any board of appraisement is con- 
stitated for that purpose, I will undertake to say that they shall see 
everything in connection with the value of the property. 

Tbe Chaibman. One objection you have made in refusing to produce 
the contracts is the fact that you would be exposing the private affairs 
of other parties. That is the material point you make. I am sure the 
effect would be the same if a board of appraisement was established. 

The WiTNBSS. If the Government are to become one of the parties 
to these contracts they certainly have a right to see what they are 
going to assume. 
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February 27, 1884. 
OoiiiK Fox Bwom and examined. 

By the Ohaibkan : 

Question. What has been your occnpation T — ^Answer. Telegraph op- 
erator, nntil the last eight or nine years. 

Q. And telegraph builder ? — ^A. Yes ) and manager, and acting as- 
sisting superintendent in the latter years of my service. 

Q. For what company ^ — A. The Western Union. 

Q. Altogether ? — A. Altogether, since 1859. 

Q. In what jmrt of the country? — ^A. In Michigan; manager of the 
Detroit oflSce, and what was then called chief operator of the State of 
Michigan. As such, performing the same duties as are now performed 
by the assistant superintendent. 

Q. What did your department labor cover? — ^A. Both operating and 
constructing — general supervision of the company's business in that 
territory. 

Q. Have you constructed many lines for the Western Union Com- 
pan J T — ^A. Yes ; a good many. 

Q. All in Michigan T — ^All in the northern part of the State. I will 
say north of the Michigan Central Bailroad. 

Q. In what manner have your lines been bailt ; by .contract t — ^A. No, 
air; invariably by construction by the company, paying the men by the 
month or day ; there was never any case where a contract was let. 

Q. How many miles have you superintended the constraction off — 
A. To pat it roughly, fh)m six to eight hundred miles of i)ole line, per- 
haps more. 

Q. Have those lines generally been on railroad companies' rights of 
way f — A. Partly so ] but I think more of my work in the northern part 
of the State was off of railroads, up in the lumber regions. 

249 
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Q. In some oases they were on the rights of way f — A. Ye&,sir ; in a 
xinmber of cases they were, UDder contract with the railroad companies. 

Q. Do you'know the terms of those contracts ! — A. I did at that time ; 
I bad the making, or the fignring upon, some of those contracts. 

Q. Yon assisted in making them t — A. Yes, the negotiations, I shouhl 
say. In fact, the contracts were sometimes sent to me in order to ob- 
tain the execution of them by the raikoad companies' officers. 

Q. Were the contracts generally about on the same terms T — A. So 
far as I know they were always of the same character. 

Q. Extending over what period of time was this! — A. This would be, 
.say, from six or eight years previous to 1876. 

Q. That would be from about 1868. Now state, as nearly as yoa can 
remember, what the provisions of these contracts were ! — A. To the 
best of my recollection the contracts provided, in the first place, that 
the railroad company was to furnish the poles, the Western Union Com- 
pany would furnish all the r«'mainder of the materials, inclading wire, 
insulators, batteries, instruments, &c., and the railroad company would 
do the constructing. The Western Union Oompany was entitled to the 
entire receipts from telegraph tolls on such lines, and contracted to give 
the railroad company a certain amount, monthly or yearly, of free tele- 
graphing off the line of the road. 

Q. And give them the use of the lines on the road, of course, for their 
business f — A. Of course; the line on the road was used jointly by the 
railroad for its business, and by the Western Union for commercial 
business. 

Q. And the railroad company, besides, had iree telegraphing off the 
roadt — A. And the railroad company was entitled to a certain amount 
of free telegraphing beyond the line of the road. For instance, one road , 
I remember, had its financial office, you might say its executive office, 
in Kew York ; it would have a certain amount of telegraphing to do be- 
tween Michigan and New York, which they would do under that con- 
tract, free. Another road, the Detroit and Milwaukee, had a good deal 
of telegraphing between Detroit and Milwaukee, and that, of course, 
had to go around by Chicago, off the line of the road. That road, I re- 
member, was entitled to $200 a month of free telegraphing, and they 
used to use that up and sometimes more. If there was an excess over 
the contract they paid half rates for all the excess. The railroad com- 
pany gave its good will, of course, to the telegraph company, and was 
bound to not give aid or encouragement to competing companies ; was 
not allowed to distribute material between stations. 

Q. Was not allowed to furnish any facilities for building lines f — A. 
Kot except what they were legally bound to do. They could not refuse 
to carry freights at ordinary rates, but they would not distribute mate- 
rial or drop it between stations, which is a very great advantage, of 
course, in telegi'aph construction. 

Q. They would charge local rates, I suppose, for that T — ^A. Yes, sir. 

Q. Full local i-ates f — ^A. Yes, sir. 

Q. After these lines were built in this way, how were they owned ; 
jointly by the telegraph company and the railroad company t — ^A. It 
was always my understanding that the ownership vested in the West- 
em Union. These contracts were perpetual, and the officers of the 
Western Union, so far as I knew at the time, always claimed that the 
rights of ownership vested in the Western Union. 

Q The property was on the right of way of the railroad company t— > 
Yes, sir; built jointly by the two companies. 
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Q. And the railroad compauy had a perjietnal right to use the lines 
in a certain way ? 

The Witness. The telegraph company, you mean 1 

The Chaieman. The railroad company and the telegraph company ? — 
A. Yes, sir; I do not feel competent to decide, of course, who is the real 
owner of snch lines. The railroad company furnished the poles and the 
Western Union Telegraph Company furnished the balance of the ma- 
teriaL 

Q. A great many of these lines were built off of railroad rights of 
way! — A. Yes, sir. 

Q. How were those lines built — on the public highway ? — A. At the 
time the lumber interests of Northern Michigan were being developed 
very rapidly, those men running that business in the northern parts of 
the State, up both shores, were very clamorous for telegraphic com- 
munication, and were willing to pay for it, and did pay for it. I, as a 
servant of the company, got all the money I could for the company, in 
the way of cash bonus, to extend the lines to those points. For in- 
stance, from Port Huron up the shore to Port Austin and Bay City, 
and from Bay City to Alpena and to the Straits of Mackinaw and vari- 
ous other places. 

Q. In all those places you got a bonus ? — A. I invariably required a 
cash bonus from the business men of those places. 

Senator Palmeb. A great many of those places were off the rail- 
roads, on the lake shore. 

Q. I suppose in all places where you got a bonus from individuals or 
corporations, they were off' the railroads f — A. Off the railroads. 

Q. But in most of the lines you built off the railroads you got this 
aid ? — A. We always did oft* the railroad. I have known cases where 
aid was obtained on the railroad — at least one case. 

Q. How large a proportion of the expense of building lines was paid 
by persons disconnected with the company, who desired to have the 
lines built? 

The Witness. On these highway lines t 

The Ghaibman. Yes. 

A. I think fnlly one-half the cost of such lines was defrayed by these 
bonnsei^. 

Q. In those cases did the company place itself under any restrictions 
as to the rates they were to charge t— A. Kot at all. 

Q. It was entirely optional with them to charge what they pleased! — 
A. Yes, sir. There were no conditions. 

Q. Did you have any trouble in obtaining the right of way for build- 
ing these lines off the railroads f — ^A. I never met any objection what- 
ever, in my experience. 

Q. They were in all cases on public roads f — A. Yes, sir. Most of 
them were on what we in Michigan call State roads. 

Q. Did any persons who owned prox)erty adjoining the roads ever 
make any claim for damages ? — ^A. I never had such a case arise. Of 
coarse, in passing through villages we were careful to not destroy shade 
trees or inconvenience the people unnecessarily. The people in those 
days were very glad to see the telegraph come. 

Q. State, if you please, what was the character of the lines you built, 
as to the poles and wires. — A. The poles were always 25 feet high, of 
white oedar, perhaps not as large in diameter tie those used now, be- 
catise those lines were only intended to carry, say, from one to three or 
four wireS| or something like that. The specifications called for poles 5 
inches in diameter at the top, of white cedar. 
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Q. And 25 feet in length t — A. Twenty five feet in length. 

Q. With croesarmsf — A. No^ sir: where one wire was pat up we 
always used what was called a bracket, which was somewhat cheaper. 

Q. Where yon pnt np more than one wire yoa nse cross-arms f — A. 
Yes, sir ; in those days the poles were set 4 feet in the ground^ and we 
usually osed a No. 9 wire; I think they now use a size larger, not less 
thflji No. 8. 

Q. Was there any difference in the character of the lines yoa con- 
stmcted, some of them more expensive than others t — ^A. No ; I cannot 
say that there was. Perhaps the lines that were built on railroads were 
constructed in a little more workmanlike manner, thoagh I do not know 
that there was much difference. We aimed to build good lines always. 

Q. And always used cedar poles, setting them suiBdently deep in the 
ground to make a good line t— A. Yes, sir; we never used anything 
else but cedar. 

By Senator Palmeb : 
Q. Cedar was very handy in that country f — ^A. Yes, sir. 

By the Ohaibman : 

Q. These were all well-constructed lines, were they not f — ^A. Yes, 
sir ; they were well-built lines and are still working to-day, and, I think, 
returning a good revenue to the company. 

Q. WUl you state what those lines costt — ^A. I do not think those 
highway lines, exclusive of instruments, say, and batteries, ever cost to 
exceed $75 a mile for one wire. 

Q. They were lines constructed to carry two or three wires if neces- 
sary t — ^A. Oh, yes. 

Q. But usually having only one wire, and they cost the company about 
$75 a mile t — A. Yes, sir. You understand, Senator, that poles in that 
country were very cheap. 

Q. And you had the advantage, of course, of delivering them at the 
nearest points on the railroads at low rates T — A. Yes, sir. Then a set 
of instruments for every office would cost, say 

Q. Before going into that let me ask yon, where you constructed lines 
carrying more than one wire, what did they cost Y — A. I think ip those 
days each additional wire would probably cost, put up, about $30 a 
mile. 

Q. For a No. 9 wire t — ^A. Yes, sir. 

Q. It is claimed now that No. 6 wire costs $45 a mile f — ^A. Of course 
it takes a great deal more of No. 6. 

By Senator Palmeb : 

Q. Through that country how many poles did you put up to the 
mile t — ^A. Always thirty to the mile. 

Q. Is that the standard, or is it varied t — ^A. It was at that time the 
invariable rule of the Western Union to use thirty poles to the mile, 
except in dties, where they are generally set thicker. 

Q. Do you know whether that rule is applied to the whole of Michi- 
gan f — A. I think that applied throughout the central division, from 
Buffalo to the Eocky Mountains. 

Q. What is the life of a cedar pole t — ^A. I have not been in the busi- 
ness long enough to know. 

Q. They do not decay as fast as fence posts t — ^A. No ; I think, as a 
usual thing, they use sounder timber than is used tor the common rnu 
of fence posts. Sometimes I think the soil has a good deal of effect 
upon poles. A sandy soil, I have observed, will usually cause them to 
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decay sooner than a clay soil, that is, at the gronnd. They are very 
frequently cut off at the ground and reset ; it makes them a litUe shorter, 
bat tiiey will answer the parpose for many years longer. 

Q. What was the standaid length of the poles that you used t-*-A. 
Iwenty-fiT« feet. 

Q. How deep did you pat them in the ground t — A. T'our &et. 

Q. Were they seasoned before you put them inf — A. No, sir; they 
never required such from the contractors furnishing the poles. 

By the Ghaibmak : 

Q. Were some of these lines at the time you constructed them 
equipped with more than one wiref — ^A. Tes; sometimes we cut what is 
called a gain in the pole; that is, a notch in which to fit a cross-arm, 
but would not put it in until years afterwards, when it was required. 

Q. And in some cases you constructed lines with two wires T — ^A. 1 
do not remember of ever building a line and putting up two wires at 
the same time; I might have done it. 

Q. What would have been the cost of those lines if you had con- 
structed them with cross-arms and with two wires f What was the ex- 
pense of the cross-arms and an additional wirej You have said $30 
a mile for a single wire. — ^A. Yes; I was putting that at a pretty big 
figure, too, I think. I do not think it would much exceed that to put 
on a cross-arm and another wire. 

Q. Do you know what the difference would have been between a No. 
S wire and a No. 9 wiref — ^A. I cannot remember how many pounds of 
No. 8 wire there are to a mile ; I think it is about 320 pounds to a mile 
of No. 9 wire, and probably 375 or so of No. 8. The difference would 
be proportionate to the difference in weight. 

Q. 1^ that you think that during the time you were constructing these 
hues you could have built a good substantial line with two wires for 
1105 a milef — ^A. In that part of the country, yes. 

By Senator Sawtbb : 

Q. How does the price of wire now compare with the price of wire at 
that timet — A. I really cannot answer; I am not posted upon present 
prices of telegraph wire. 

The Ghaibman. It has been stated by some of the witnesses that we 
examined yesterday that wire is cheaper now thau it was then. Mr. 
Chapman stated that it is cheaper now than it was then, but he thought 
the poles would cost a little more. [To the witness.] Can you state about 
what it would cost to equip one of these lines with instruments t Give 
the average cost for furnishing instruments. — ^A. I can do so. 

The Ghaibhan. When I say average, I mean average per mile ; of 
course that would vary with the number of offices. 

Senator Sawyeb. And the number of instruments in the offices, too. 

The Witness. One set of instruments for an office would not cost to 
exceed t25, 1 think. Offices, as a usual thing, average 6 to 8 or 10 
miles apart 

By the Ghaibhak : 

Q. Gan you inform us as to how the offices on railroads were man- 
aged t That is, I mean to say, a»s to who paid the operators f — ^A. Yes, 
su*. In some cases the Western Union. The contracts provided that 
the railroad company's operators should do the work, the proceeds going 
to the Western Union. But in some cases they found that the operators, 
being required to work without compensation in transacting this com- 
mercial business, did not do it with very much enthusiasm, and in some 
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cases afterwards it was found advisable to pay them a small commlssioii 
of 10 to 16 per cent. 

Q. That is, the Western Union paid them something in addition to 
their regular wages!— A. Yes, sir; t^iey voluntarily did it, in order to 
increase the efficiency of their service, but there was no obligation on 
them to do so. 

Q. Were thoseoperators always employed by the railroad company T — 
A. By the railroad company. 

Q. The railroad company owned the offices, too t — A. Yes, sir ; they 
were in the railroad stations, except sometimes at large towns. I have 
known the case at large towns where the Western Union maintained a 
town office at its own expense. 

Q« But generally, in the smaller places, the offices were in the railroad 
stations t — ^A. Always in the railroad stations, and the work was done 
by the railroad company's employ^. 

By Senator Palmeb : 

Q. Suppose you wished to put up a line from Detroit to Dearborn, 
ten miles west of Detroit, what would the poles cost delivered there! — 
A. The jjoles would cost now, say from 90 cents to $1 apiece delivered, 
at Detroit Junction, say ; and if you had the privilege of distributing 
them from the cars, as the train ran along, it would be a very sligbt 
expense, of course, to distribute them. But if you had to haul them 
firom the stations it would cost more. 

Q. If they came down by one road they would be run out free of ex- 
I>en8ef — A. Yes, sir; they always put a gang of men on the cars to 
throw them off 200 feet apart, and it is done very quickly. I under- 
stand that the price now for strictly first-class poles, such as the West- 
ern Union use, is from 90 cents to $1 apiece, delivered in places like 
Detroit or Toledo. 

Q. How many such poles can you put on a car, say of 12 tons capac- 
ity ! — A. About 90, 1 think, is a pretty good load. 

Q. Putting them in the ground west of the Mississippi, from Chicago 
or Michigan, would not increase the cost very much f — A. In the west- 
ern part of the country they are supplied from Chicago. Chicago is. 
the largest market for telegraph poles in the country, I presume. When 
parties are buying poles they make as favorable terms as they can for 
transportation. But it is not their weight : you cannot get full weight,. 
I think, of telegraph poles on a car ; it is tneir bulk. 

Q. You say they ship them green ! — ^A. Yes, sir-; still it is very light 
timber, as you are aware. 

Senator Palmeb (to Senator Sawyer). How is that about cedar poles 
or fence posts ; you cannot get on 12 tons, can you t 

Senator Sawyeb. Ko ; I think not, unless they stake them very high ; 
but you cannot load the car very heavily. Cedar is light, and that is 
one reason why they bring so much out on the prairies ; and then its^ 
durability is another reason. 

Q. You have never tried any other pole but cedar, have you f — A.. 
No, sir ; I think it is the most durable timber we have in the ground in 
Michigan. 

Senator Palmeb. It is usually considered that red cedar is indestruct- 
ible ; but there is not any red cedar left on the lakes that I know of. 

By the Chairman : 

Q. What do you estimate that it costs to keep these lines in repair ? — 
A. At the time of my service we kept two linemen in Detroit, and they 
ran over a territory extending north and west from Detroit, and would' 



TESTIMONY OF COLIN POX. 255 

take care of, perhaps, five hnodred miles of pole line, or more. The 
company wonid pay those men from $55 to $60 a month, besides their 
traveling expenses. Of coarse, I could tell, if I had had time to figure 
on it a Uttle, pretty near exactly what it would cost to maintain such 
lines by the year ; but I am hardly prepared to answer it definitely at 
present. 

Q. You cannot answer it definitely, but estimating it roughly, can 
you state about what per cent, it would be ; would it cost 10 per cent» 
of the cost of construction f 

The Witness. Ten per cent, a yearf 

The Chairman. Yes. 

A. I think not nearly so much. 

Q. Including the replacing of poles when they decay f — A. That is 
a contingency so many years ahead that I hardly feel that it is worth 
while to take it into consideration. 

By Senator Palmer : 

Q. Would those two men be sufficient in case of breakage of the lines 
by a heavy sleet storm f — A. !N'o. There are occasionally such cases 
as that, where it is necessary to hire additional help, or let the lines lie 
idle until the men can get to them. But that does not occur very often. 
I have known them to run a great many years without a severe sleet 
storm. 

Q. In running through the woods, I suppose the most of the inter- 
mptions occur from falling trees f — A. That is about the only idter- 
mptioii we have had on our Northern Michigan lines through the 
woods — ^from falling trees. On that Alpena line we kept a line man 
stationed at Alpena who traveled both north, towards Cheboygan and 
Mackinaw, and south, towards Bay Gity, and when it was necessary we 
would hire additional local help. If the break was a long wayirom the 
line men, we would get the operator to hire somebody or go out himself 
and make temporary repairs, until the line men could get there. 

By the Ohaibman : 

Q. You say that all these contracts with railroad companies gave the 
exclusive right to the Western Union Company to construct lines upon 
their right of way I — A. Yes, always. 

Q. And bound the railroad companies not to facilitate the construction 
of any other lines off their right of way, except what they were required 
by law to do f— A. That is my recollection of those contracts — that they 
were mutually, you might say, offensive and defensive; that is, that the 
railroad company would protect the telegraph company to the extent of 
its power, and the Western Union would do its business. 

By Senator Palmer : 

Q. When you established these inferior offices in Michigan, would 
you send men from the home office to take charge of them, or in each 
case take some one in the neighborhood f — ^A. Where we did not find 
somebody in the neighborhood who knew enough of telegraphing to run 
the office, we generally sent an instructor to stay there a few weeks, and 
post somebody in the business. 

By the Chairman : 

Q. Did you ever have occasion to instruct men as operators. 

Senator Palmer. A green hand. 
A. No ; I never did. I do not know that I ever taught but one per- 
son in my life, and that was my brother, a great many years ago. It 
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was gSDenllj understood that what we oaUed the chedc-boys, and the 
messengers aroond tiie operating room were fMcking up telegraphy as 
they ooald; it was always found that they made ateut the beat opera- 
tors in the sfarvioe; bat I never had any system of edneating operators 
assueh. 

Q. Have yon any idea how long it reqaires a person under favorable 
eircumstanees to Imm the art of using tlM telegraphic instromente t — ^A, 
A person can learn enough to run a small country ofBce in a very short 
time; if he is reasonably industrious, in a very few weeks. But f6r an 
operator to learn to be competent to do work in an office, say, like De- 
troit or Chicago or Washington, he would be showing a great deal of 
ability to do it inside of a year, on the average. 

Q. And become thoroughly expert t — ^A. Yes, sir. 

By Senator Palmbb : 

Q. Suppose all the telegraph operators in the United States were 
removed or forbidden to touch the instruments, what difficulty would 
there be in filling their places t I ask that to ascertain how widely 
distributed this knowledge is. — ^A. I hardly know how to answer that 
There are certainly a great many hundreds, if not thousands, of com- 
petent operators out of the business — a great many following other 
employments. 

Q. You think in two weeks, with reasonable diligence, they could 
supply a sufficient number of operators! — ^A. Ko, I do not. Senator; I 
do not think there are enough for that. 

Q. Take the State of Michigan, for instance. — ^A. Ko; I doubt whether 
there are half enough out of employ in the State of Michigan to do it. 

Q. There are a great many men in other business that we do not rec- 
ognize as operators, and yet who are proficient t — ^A. There are a great 
many, it is true ; but when you come to fill all the offices in Michigan, 
I do not think there are half enough for that There are a great many 
who could not be induced to go back into the Western Union service 
certainly, under any salary that the company would pay. 

By the Ohaibman : 

Q. You have no connection with any telegraph company now t— A. 
]S'one whatever. 
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H. S. SMITH, LATE AN EMPLOYIB OF THE WESTERN UNION TELE- 

OBAFH COMPANY. 



February 27, 1884. 
H. S. Smith sworn and examined. 

By the Chairman : 

Question. On what subjects can you give us information in regard to 
telegraphy ? — ^Answer. My connection with the Western Union has been 
with the employes, the salaries paid, &c. 

Q. How long have you been an employ^ of the company ? — ^A. Twelve 
years. 

Q. In what capacity ? — A. As operator, assistant chief operator, and 
night chief operator. 

Q. In what place ? — A. Detroit, Michigan ; continuously. 

Q. All that time ? — A. With the exception of just two or three months 
that I was out in the State. 

Q. Are you still in the employ of the company ? — ^A. No, sir. 

Q. Since what time have you been out of its employ f — A. Since 
July, 1883. 

Q. How many employes are there in the office that you were con- 
nected with f 

The Witness. Do you mean employes altogether ? 

The Chairman. Yes; altogether. 

The Witness. You do not mean including the messenger employ6s t 

The Chairman. No. 

The Witness. Clerks in the office and operators. There are, I should 
say, about seventy, as near as I can estimate. 

Q. Do you know the cost of maintaining that office 1 — A. No, sir ; I 
do not; not the total cost. I was not in that department. 

Q. Can you state what wages were paid to the employes of the office t — 
A. To a certain extent, yes. In the operating department I can tell} 
they ranged from $45 to $70, with one or two exceptions. 
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Q. That is, per month T — A. Per month, yes ; that is for the operators 
proper. The chief operator, of course, gets more salary than that. 

Q. Please state, as nearly as you can, the different grades of wages 
that are paid there, starting with the highest office. There is a super- 
intendent in charge of the office, I suppose t — ^A. Mr. Gorbett is assist- 
ant superintendent; I could not state his salary. I think — I suppose 
you do not want my thoughts, do you t 

The Chaibman. Where you have no definite knowledge we do not 
care for an answer. 

The Witness. It is not purely guess-work. I should say $175. 

Q. Give the next grade of compensation. — ^A. The cashier, Mr. Hill, 
who has charge of what is called the receiving department, down-stairs, 
receives $95 a month. The receiving and delivery clerks in the day- 
time did receive at the time I was in connection with that office, $60; I 
do not know what it is now ; there have been some changes made. I do 
not know the salaries of those employed at night. Then, of course, 
there were the messenger boys. The day chief operator received $100 
a month, or did receive that. I am talking now of what was paid before 
the strike. Since then I have no knowledge. The assistant chief re- 
ceived $80 : the night chief received $90 ; and what was called the all- 
night chief, employed from midnight until 8 o'clock in the morning, re- 
ceived $75. Taking the operators, as I said before, there were one or 
two exceptions ; in the main office there was one operator who had been 
brought over from the American Union ; he was in the American Union 
at the time of the consolidation ; he received the same salary that he 
had been receiving previous to the consolidation ; that was $80 a month. 
There was another old employ^ who received $80 a month. The press- 
report men got $70 a month — five in number. Then the balance of the 
force was divided, from that down, from $65 to $60, $55, $50, and $4o ; 
$45 is the lowest amount that I know to have been paid as salary. 

Q. Can you state about the average salaries paid in that office for 
he operators f — ^A. For the operators proper I should say the average 
was not over $55 proper a month } that is as near as I can judge. 

Q. What they pay in that office is about the average of what they 
pay in all their offices of the same kind, I suppose t — ^A. Yes, about. 



February 29, 1884. 
H. S. Smith recalled. 

By Mr. Gabdineb G. Hxjbbabd : 

Question. Please describe in detail the handling of a message from 
the time it is handed in until it is delivered to the addressee at the 
other end. — Answer. In large offices, where they have the receiving 
department separate from the operating department, it is first taken in 
by the receiving clerk. He enters it in a book, and it is then sent up- 
stairs. 

Q. WTiat does he enter in a book ? — ^A. The entry in the book com- 
prises the full address (the party's name, and where to) and the amount 
paid, if paid. 

Q. And the number of words'? — A. Yes, sir. It is then sent upstairs 
by a tube, if they have one, or a dummy of some kind, and there it is 
taken out of the box and handled by what is called a check- boy or 
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check-girl, and pnt on the hook where it properly belongs. In some of 
the offices larger than Detroit they are taken oat of the box after com- 
ing up through the tube and distributed into different districts, and 
from there handled again by the check boys or girls of that district. 
Then the operator takes the messages off the hook in as near the reg- 
alar order as possible. The messages are hung, you understand, face 
down, on the hook. The operator takes them oft* the hook, and they 
come in regular order. If a message is to go from Detroit to the city 
of Chicago, it is hung on a hook labeled "City" on the Chicago table; 
if it is a message that has to be rehandled at Chicago aud forwarded to 
some office further along, it is hung on what is called the through hook. 

Q. Then it is transmitted. — A. It is transmitted by. the operator. 
While transmitting it he puts on the number of the message between 
the Detroit and Chicago offices, the call for the office, the time sent, 
his own private signature, and the private signature of the receiving 
operator. In most cases that is done with the left hand, where oper- 
ators are expert enough to do it. As a general thiug, on all large wires, 
where there is a large amount of business handled, the operators are 
expert enough to do so; in smaller offices sometimes they are not. 
After they have sent the message they will put on the time, signature, 
&c. In some cases I have seen the same thing on large wires — ^that is, 
on wires handling a large amount of business ; that is what I mean by 
largo wires. 

Q. Is that memorandum entered in a book, too? — ^A. No, sir; that 
memorandum is not entered in a book. After the operator is through 
with it he puts it in a drawer, or on a spindle, just as the case may be, 
according to the custom of the office, and from there it is taken off by 
some one delegated for the purpose, and looked over, in order to see 
that every message is timed properly and has been sent, so as to guard 
against auy messages being put away without being sent at all. Then, 
after that, the messages are taken into the book-keeper's department 
and assorted ; each office's business separated out and booked. 

Q. Of what does the booking consist? — A. The booking consists of 
the name of the office, the party to whom the message is addressed, 
by whom signed, the number of words, and the amount paid, or "col- 
lect," as the case may be. That has to be done with each message. 

Q. How long is the message kept after that? — ^A. I cannot give any 
definite answer as to that. I think the general rule is six months, but 
I do not know what disposition is made of them after the six months. 

Q. When the message is received what is done with it ? — A. It is re- 
ceived by the operator, put on his spindle or other appliance, and is 
taken from there by a check boy or girl, taken to the copying-press and 
an impression taken of it. From. there it is sent down-stairs through 
the tube, entered in a book, enveloped, and sent out by a messenger. 

Q. Is any entry made in an entry-book of the messages received ? — 
A. Yes, sir. The copies go into the book keeper's department, and are 
there entered just the same as the messages sent out. 

Q. How is that ; with date, &c. ? — A. Yes, sir ; the date &c., in the 
name manner. - 

Q. Are messages invariably sent in the order in which they are re- 
ceived? — ^A. Not invariably. 

Q. What class of business has the preference, if any? — A. What we 
call stock messages, and, in some cases. Government messages. 

Q. By stock messages, you mean messages from brokers and others? — 
A. Yes. sir ; messages relating to stocks, wheat, corn, oats, &c. 

Q. Those generally have the preference over others? — A. Yes, sir. 
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Id some cases theire are wires that are ased between difESerent points ex- 
clnsively for that business ; but if there are not, then they have tlie 
preference. Of course, on a wire used conjointly by a raih-oad com- 
pany and a telegraph company, the railroad business has the preference. 

Q. Always t — A. Always; yes, sir. 

Q. If a message is partly sent, and the railroad company wishes to 
use the wire, do they '^ cut in ^ I — ^A. There is a little lee way given in 
regard to that; if it is very important business, such as train orders^ 
they do. I should say there is another class of messages that is given 
preference quite frequently, and that is death messages, although as a 
general thing we have no regular hook for them. In a number of in- 
stances we have particular hooks for stock messages. 

Q. Does the Gold and Stock business have any preference over other 
business ; if so, what ? — A. Yes, sir ; in case of interruption to wires, 
the Gold and Stock have the preference of the first wire in working 
order, excepting, perhaps, the United States Signal Service reports. 

Q. Is the business done any better now than it was done three or 
four or five years ago f — ^A, No, I cannot* say that it is any better done. 
I think, if anything, as far as my judgment goes, it is not done so well. 

Q. Are the wages of operators higher or lower t — A. They are lower. 

Q. Is there the same esprit de corps among the operators now that 
there used to be ? — A. I think not ; there is a general feeling among 
operators which culminated in the strike of last year against the man- 
agement of the Western Union. In some localities that feeling is 
stronger than in others. 

Q. And that interferes more or less with the eflQciency cf the operat- 
ors, does it f — A. I think so ; yes, sir. My experience has led me to 
that conclusion. 

Q. A message from New York to Chicago is transmitted directly 
through, is it, without any repeating ? — A. Yes ; in most cases, where 
everything is favorable, where there is no interruption to the wires. 

Q. As a rule 1 — A. As a rule ; yes, sir. 

Q. There is a relay instrument ! — A. Yes, sir; there are what we call 
repeaters. On some wires there is one repeater, and on some wires two ; 
it depends a good deal on the class of the wire. 

Q. On the best wire there is only one repeater, is there t — ^A. Yes, 
sir ; under favorable circumstances. 

Q. What watching does the repeater require f — ^A. If there is no bad 
weather or other interruption, it should not require very much looking 
after during the day. If there is bad weather, that affects what we call 
the resistance of the wire, and then those instruments have to be 
attended to and readjusted. 

Q. Practically speaking, then, there is no perceptible difference be- 
tween sending messages from New York to Chicago and sending them 
half way, is there ! — A. I do not know that I fully get the meaning of 
your question. 

Q. I mean to say that it costs no more to send a message from New 
York te Chicago than it does half that distance or a quarter of that dis- 
tance. — A. Nothing, only the cost of the repeating instruments and the 
occasional time that is required to attend te them. 

Q. And one man can attend to a dozen of those repeating instru- 
ments, can he ? — A. Yes, sir. 

Q. Practically speaking, does it not cost less to send a message a 
long distance between large places than from a large place to a small 
place ; that is, can your local operator receive it as rapidly as the one 
at a large city ? — ^A. No, sir; there are a better class of operators, as a 
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general thing, on the larger wires than there are on the local wires. Of 
coarse, if they have the business to transmit or receive, they can do 
more than one who is on a local wire. 

Q. So that it cuts down the efficiency of the operator at the main 
office to send to a local office % — A. Yes, sir. 

Q. Practically speaking, then, it costs more to send to a small office 
at a short distance than it does a long distance between large offices ? — 
A. Yes, sir; you cannot send so many messages in the same length of 
time. 

Q. Kow, what is the character of the business of the Gold and Stock 
Telegraph Company? — A. They furnish commercial news — what is 
called the commercial news department. 

Q. What time do they begin to furnish their news ? — A. As a general 
thing, there is the foreign market comes first ; it used to reach us about 
S.30; from that time until later. That comes in code, and has to be trans- 
lated, made into manifold copies, and delivered. The foreign market 
was not transmitted in Detroit on the tickers; it was delivered to private 
subscribers by messengers. Then after that come the regular boards. 

Q. Do they come in code, or in ordinary writing t — ^A. They come in 
code ; that is, so far that the commodity is represented ; for instance, 
wheat is represented by W, corn by C, oats by O, pork by P, &c.; and 
the months are represented by letters which, of course, do not conflict 
with the other letters that are used for the commodities themselves. 1 
think January is F, February is O, March is H, and so on. 

Q. Those reports are sent out by the tickers ? — ^A. Yes, sir ; they are 
iseut out on the tickers, not in cipher, but in full, translated. The Chicago 
market lasts from 9.30 a. m. until 1 o'clock p. m., Chicago time, and then 
from 2 o'clock to 3 p. m., I think. 

Q. The Gold and Stock have a monopoly of all this class of business^ 
have they not T Take, for instance, the foreign news; have they a mo- 
nopoly of thatt — A. I think they have ; yes, sir. 

Q. The Gold and Stock collects the news abroad, does it not f — ^A. 
That is the way I understood it — with one class of foreign news, at 
least, what we call Beerbohn ; that is the technical name for that class 
of business. The way I have understood it is that it was collected by 
a man named Beerbohn in London and furnished by him to the Gold and 
Stock. 

Q. All this class of business is sent and received by your regular 
operators t — A. As a general rule thete are operators delegated for that 
part of the work. 

Q. Is any separate account kept f — ^A. I cannot say as to that. 

Q. You never knew of any, did you, in your office t«-A. I never had 
anything to do with the bookmg department. 
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EI.VEBTOV B. CHAPHAir, 70BMEBX7 OF THE MUTUAL UNIOH 

TELEGRAPH COMPAHT. 



February 26, 1884. 

EiiYEBTON B. Chapman sworn and examined. 

By the Chairman : 

Question. State what connection you have had with telegraph mat- 
ters. — Answer. My only connection with the telegraph business has 
been the construction and operation of the lines of the Mutual Union 
Telegraph Company. 

Q. You had the superintendence of construction of those lines f — A. 
Of portions of those lines. 

Q. In what portion of the country mostly ? — ^A. I constructed the 
first section of line built by that company between Boston and Hart- 
ford, Conn., and subsequently constructed and operated all of the lines 
of that company of west Cleveland, Ohio. 

Q. Did you build by contract ? — ^A. The lines were built under a con- 
tract made between the telegraph company and John G. Moore & Co., 
of !New York. 

Q. Moore & Co. had the contract with the company ? — A. Yes, sir. 

Q. You were doing it for Moore & Co. ^ — ^A. 1 represented John G. 
Moore & Co. 

Q. What were the general terms of the contract of Moore & Co., if 
you know t — A. I cannot answer that question except by hearsay, for I 
never saw the contract, and could not testify to its contents. 

Q. You do not know on what terms the lines were built ?— A. My im- 
pression is that a plan was prepared for a telegraphic system that should 
reach certain points in the United States, with lines of a specified charac- 
ter, and that a certain specified sum of money, bonds, and stock was to 
be furnished. I have no doubt it was figured out per mile, but how it 
was figured per mile I cannot state ; I think it was a lump sum, aggre- 
gating so much. 
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Q. Id carrying on the constmction of these lines that yon had charge 
of in the West yon did not build any of them by contract f — ^A. Yes ; 
I built a x>ortion of the line between Cleveland and Chicago by con- 
tracty and I built a portion of the line between Chicago and Kansas 
City by contract. 

Q. What was the character of the line between Cleveland and Chi- 
cago t — ^A. It was a highway line, built npon public highways, of 30- 
foot poles, not less that 6 inches at the top. 

Q. Of what wood f— A. Cedar. 

Q. All cedar f — A. Yes, sir; and set not less than 5 feet in the ground, 
and on curves and comers 6 feet. 

Q. How many wires were they intended to carry f — A. Those poles 
could carry about sixteen No. 6 and No. 8 wires. 

Q. What you would call a very heavy line f — A. Yes ; a heavy, sub- 
stantial trunk line. 

Q. How many wires did you put upon the line t 

The Witness. At that time! 

The Chairman. Yes. 

A. When the line was originally built we put on but eight wires be- 
tween New York and Chicago. 

Q. Eight No. 6 wires I — A. I am under the impression, on reflection, 
that it was four No. 6 and four No. 8 that were first strung. 

Q. In letting the contracts, did you let them covering the whole con- 
struction, or let out separate contracts for the poles and for the wires? — 
A. We furnished the poles and all the materials at railroad stations. 
There was only about 110 miles of that distance that was built by con- 
tract. The contractor took the materials from the railroad stations, dis- 
tributed them, and built the lines under the inspection of our inspectors. 

Q. He did the work? — A. He did the work. 

Q. Nothing else ! — A. Nothing else. 

Q* 1^0 you remember what you paid the contractors per mile for doing 
the workt — ^A. I do not. I have an impression that the contract pro- 
vided for stringing four wires, and that I subsequently strung the other 
four ] that is my impression. I am inclined to think that the original 
contract provided for setting the poles and stringing four wires, at pos- 
sibly tl25 per mile; I cannot be certain about the amount. 

Q. Simply for doing the workt — A. Putting up the poles and distrib- 
uting the material; it might have been $100 a mile, I cannot say. I do 
not think it was less than $100, and I think it was $125. 

Q. Can yon inform us what the material costf — A. I cannot give you 
the aggregate. I could figure it up, perhaps, and arrive at about what 
it cost, but it would vary; one mile might not cost just what another 
would. I purchased these poles at different places, paid different prices 
for them, and the rates of freight from different points would vary ; there 
fore, the cost of the line would vary in different sections of the country. 
I could get up a schedule of about the prices, but I cannot now give 
you definite information. 

Q. Have you no books from which you can obtain the exact figures? — 
A. No, sir; all books relating to accounts of John B. Moore & Co., in 
my of&ce in Chicago, were put up and shipped to the home of&ce in New 
York. I have no book or record of those transactions. 

Q. I would like to have you, if you can, give us as nearly as possible, 
your ideas as to what the cost of building those lines was then, and 
what the cost would now be of building lines of that kind. 

The Witness. Shall I give you the details? 

The Chairman. Give it in round figures for the whole. 
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A. The material probably cost, landed at stations, from $200 to $225 
per mile, including the four wires, if I have figured it correctly. 

Q. That would make the whole cost, including the work, $350 ? — ^A. 
From $325 to $360 per mile. 

Q. This was a very superior line, was it not ? — A. Yes, sir ; the best 
line that could be built. 

Q. Of cedar poles, large size, set deep, with cross-arms. — A. Yes, sir j 
four-wire cross-arms. 

Q. And capable of carrying sixteen wires ? — A. Yes ; those cross- 
arms were madeof clear lumber, seasoned, without a flaw, without a knot, 
and of course that sort of thing is expensive. You can build a telegraph 
line of such material as you could get in the market, buying as cheaply 
as possible, of poor quality, for a great deal less money. But we started 
out with the idea that it was economy to build the best line that money 
could build. We spared no expense in building, and the result was 
what we anticipated, that the cost of the maintenance was very much 
reduced ; we have lines that will stand up. 

Q. Is there any better line than that constructed in the country ? — 
A. No, sir ; there is no line so good, in my judgment ; I have never seen 
one. TJuderstand, a line might be better located. ' If you are building 
along the winding highway that does not run on section lines you 
are obliged to locate your line, of course frequently crossing the high- 
way in order to avoid shade trees and other obstructions, and there- 
fore you will not have so good a line as if you were running it on a 
straight railroad, for instance. For that reason the material must be 
the very best of everything, and the line must be set in such a way as 
to withstand any pressure that is brought upon it. The strain on a tele- 
graph pole is very great. We draw the wires as taut as they can be 
drawn, and the strain on street corners and curves is very great. Every 
pole on a corner or curve was guyed and braced, so as to withstand any 
8train that might be brought upon it — sixteen wires, for instance. 

Q. What would be the comparative cost of constructing such a line 
now ? Would it be materially different from what it was at that time? 
Wire is cheaper, is it not ? — A. I think wire is a little cheaper, but I 
think poles are advancing a little ; that is my experience. The poles 
that I bought were $1.50 apiece, and after the expiration of one year 
such poles had gone up to $1.75. How much they have gone up since 
that I do not know. 

Q. State whether, on the whole, you think the cost would be less or 
more now. — A. I do not think it would vary materially, so far as the 
actual construction is concerned. 

Q. Where did those poles come from ? — A. From Michigan, Wiscon 
sin, and Oanada. 

Q. They were all brought from a distance ? — A. Yes, sir. 

Q. Were they brought to Cleveland by lake? — A. No, sir; all were 
sent through by rail ; none of the poles used in that line were brought 
by water. 

Q. And they were then distributed from the main stations on the rail- 
road by wagons, I suppose ? — A. Yes. 

Q. The cost of distribution must have been very considerable ? — A. 
Yes ; that was included in the contract. 

Q. In the contract for $125 a mile ? — A. That included the distribu- 
tion of all the material. 

Q. From the railroad stations ? — A. Yes. 

Q« How loiig would a line of that kind stand, aside firom accidents, 
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breakapfo from trees falling,or something of that kind f — A. That would 
depend very much on the character of the soil in which the poles were set. 

Q. Cedar posts are very durable! — A. Yes; that and chestnut are 
the only two kinds of wood that are suitable for telegraph lines. On 
the average, I think — I get my information from men of much longer 
experience in this business than mine — the life of a telegraph pole is 
from ten to fifteen years. You should, in the first instance, use a good 
long iK)le, so that afterwards you can cut it off at the point where it 
rota, which is between wind and water, and then you can reset those 
poles by letting them down, and you have another ten years' lease of 
life, so to speak. 

Q. Do not cedar poles set in the ground generally last longer than 
ten years f — ^A. They tell me not. I have not had ten years' experience- 

The Chaibhan. I have known chestnut fence-posts to stand twenty 
years. 

The Witness. It depends very considerably on the character of the 
soil. I am told in some soils a chestnut pole would rot through in five 
years. The chemical properties of the soil have something to do with it. 

Q. What was the character of the other line you mentioned, west of 
Chicago ; was that a cheaper line ? — ^A. All the lines west of Chicago 
were cheaper. 

Q. Were the lines you built from Chicago to Kansas City about the 
same, on the average, as the lines west of Chicago, or were they superior 
to most of them t — ^A. The line from Chicago to Saint Louis was a little 
better line in some respects than the line through to Kansas City. The 
line from Chicago to Saint Louis was a very good one, not so good as 
either of the trunk lines from Chicago eastward, but still it was an ex- 
cellent, first-class 25-foot line^ and built along the railroad, just outside 
of the right of way of the Chicago and Alton Sailroad. 

Q. Just over the line f —A. Yes, sir. 

Q. Give us, as nearly as you can, the cost of the lines from Chicago 
to Kansas City, describing, in the first place, the quality of the line. — 
A. The line from Chicago to Kansas City is on the same poles as the 
Saint Louis line as far as Springfield, 111. Then a separate line of x>oles 
was set from that point to Kansas City. 

Q. Then take the line from Springfield to Kansas City, if you please. — 
A. That was a 25-foot 5-inch line. 

Q. That is, 5 inches was the size of the pole at the small end, and the 
pole was 25 feet long ! — A. Yes ; and it had but two wires. 

Q. It had cross-arms T — A. Yes, sir ; cross-arms for four wires, with 
but two wires strung on it. 

Q. It was built to carry four wires f — A. Yes ; with an additional 
gain for one additional cross-arm in case it was decided to put it on sub- 
sequently. 

Q. How many wires could you have strung on that line! — A. A line 
of us light poles as those ought not to have over four wires to hold them 
up in good shape. 

Q. What was the wood used! — ^A. Cedar. 

Q. Brought from the same places as the other? — A. Yes; there is 
no cedar in the Western States except in the lake regions. 

Q. It was a first-class line of lighter capacity ? — A. Yes, a first-class 
line in every respect ; but having only two wires upon it, it was not 
necessary to guy and brace it as firmly as a larger line. 

Q. Does the line from Springfield to Kansas City follow railroads? — 
A. Yes, sir; follows the Chicago and Alton Kailroad. 

Q. From Springfield to Kansas City f — A. From Springfield to Jack- 
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Bonville, 111., it followed the Wabash road ; from Jacksouville to Kansas 
City, the Ghicago and Alton. 

Q. Was it on the railroad right of way f — A. No, sir ; just off the 
right of way. 

Q. I think perhaps that is sufficient of the details as to the descrip- 
tion of the line. Now give us your estimate of the cost of the line from 
Springfield to Kansas City. — A. A part of that line was constructed by 
contract. 

Q. Including material and work! — A. No, sir; we furnished all the 
materials. Outside of the right of way I suppose that line cost in the 
neighborhood of $225 a mile, entire cost. But these figures are rather 
burriedly made and I may be wrong; but I do not think I am very far 
out of the way. 

Q. What did your right of way cost! — A. That depends very much 
on the question whether you are building on the highways or on rail- 
roads. 

Q. This line was just off the right of way of railroads, as I under- 
stand ! — A. Yes; sir. 

Q. Did you have anything to pay for the right of way in that case ! — 
A. Yes, sir. 

Q. To the people who owned the adjoining land to the railroad right 
of way f — A. Yes, sir. 

Q. In every case did you have something to pay ! — ^A. No, sir ; in 
many cases not. It was necessary to negotiate with every individual 
property-holder having land adjacent to the railroad. We made the 
best terms we could. Very often it was a mere nominal consideration 
of $1. Then again, we would strike a neighborhood where there would 
be some obstreperous old chap that would get up a feeling antagonistic 
to us and insist upon being paid something, and then the whole neigh- 
borhood would be striking us for money. If we could not get through 
peaceably we had to force our way through by condemnation proceed- 
ings. 

Q. Did you in some cases condemn rights of way f — A. Yes, but not 
many. 

Q. What were the damages assessed against you in such cases f I 
am speaking now of going through an ordinary farming country. — A. 
They vary very much. One jury, I remember, awarded $10 per pole 
damages, but that verdict was subsequently set aside by the court. It 
varied, I suppose, from $1 to $10 per pole. 

Q. Per pole or per mile ? — A. Per pole. 

Q. Did you pay in any case $10 a pole going through the country f — 
A. No ; there was only one case, I think, where the jury awarded $10 
per pole, and that was overruled, and I think was subsequently cut down 
to $6 or $5. It depended altogether upon the kind of a fight we had 
against us. Some farmer would convince a jury that it was an absolute 
damage to a 10-foot strip along the whole front of that property, and 
they would take that into consideration and charge it up at a very high 
rate. In other places the condemnation would only be for a space i> 
leet wide, large enough to set the poles. We were not very particular 
what we got so that we had some rights that we could depend upon. 

Q. Can you make an estimate of the average cost on that line for the 
rights of way per mile f — A. I do not think I can ; I have not the data. 

Q. I suppose there was a large part of the country where the people 
did not object to having the poles placed ! — A. Oh, yes ; I suppose 50 
per cent, of the property owners allowed us to go though for a mere 
nominal consideration : the other 50 per cent, had to be negotiated with. 
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In some cases a man would own property for half a mile along the line, 
and we would pay him only t5 or $10 for the entire right of way Blong 
his land. 

Q. Was there another telegraph line on the right of way of this rail- 
road t — ^A. Yes. 

Q. What line? — ^A. The joint line of the Western Union and the 
Chicago and Alton Railroad Company. 

Q. Did the Chicago and Alton Railroad distribute your material as 
you wanted it t — A. No, sir. 

Q. Did they carry it for 70U t^ *;he stationst — A. Yes, sir. 

Q. Did they charge yon full freight T — ^A. Yes, sir. 

By Senator Jackson : 
Q. You mean local rates f — ^A. Yes, sir. 

By the Chaibman : 

Q. Then you had to cart it from the stations along your linef — A. 
Yes, sir. 

Q. By the nearest wagon roads f — ^A. Yes, sir. 

Q. It would have made a very large difference in the cost if the rail- 
road company had distributed the materials along its right of way ? — 
A. A very great difference in the cost of distribution. 

Q. Can you give an estimate of what this line would have cost if they 
had been allowed to build on the railroad right of way, and the railroad 
company had distributed your material as they would have done iu 
building a line for the Western Union Company I — A. That depends 
largely upon the kinds of roads you have. In a dry season when you 
can put on a load of eight to ten poles and distribute them, the expense 
would not be so heavy, but in a wet season in that country, which, for 
some portions of the year is practically bottomless, the expense is very 
great. I have seen four horses struggling with three poles and stopping 
every few mhiutes in order to have the mud shoveled out that had piled 
up in front of the axles of the wagon. If you strike into a season of that 
kind the expense is enormous for the distribution of materials. 

Q. Considering all the variations in conditions, can you make a rough 
estimate of how much it would have cost you if you had had those ad- 
vantages! — A. I should say from $25 to $50 a mile less. I cannot make 
any closer estimate than that. 

Q. Where you built, as you did your Cleveland and Chicago line, 
along public highways, wagon roads, did you have any trouble in se- 
curing the right of way I — A. Not generally through the country. There, 
too, you frequently strike the obstreperous yeoman who insists that you 
have no right to go along that road, and you may have to quiet him 
with a liberal administration of greenbacks, or he may stir up a hornet's 
nest that may cost you a thousand dollars. That is largely a matter of 
luck. 

Q. Could they have prevented you from building on the public 
roads f — A. It depends on what State you are in. In the State of Indi- 
ana a telegraph company has no rights upon the public highways, un- 
der the legislation of the State. In the State of Ohio, however, tele- 
graph companies have very extensive rights upon the highways j they 
have the right of way upon any public highway of the State, the right 
to cross any public bridge, and all that sort of thing. In the State of 
Michigan the rights of telegraph companies are not so well defined as 
in the State of Ohio. But that is a question that is always agitating 
the mind of the average country lawyer, and it is one that, in building 
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telegraph lines, is liable to give you a great deal of trouble, and doe» 
give you a great deal of trouble. The rights of property-holders abut- 
ting on the highways, and the rights of corporations to build telegraph 
lines upon them, are not so clearly defined as they ought to be. 

Q. On this line from Springfield to Kansas City you stated that you 
built just off the right of way of the railroad company, and that they 
offered you no facilities for constructing your line ; why was that *J — ^A. 
It was alleged by the officials of the railroad company that it would be 
in violation of their contract with the Western Union Company to give 
ns any facilities whatever. 

Q. Did you find that generally the case in constructing lines in the 
Western country f — A. Always. 

Q. Were you ever able to construct any line on the right of way of 
railroad companies t — ^A. li^o, sir. 

Q. It waLs always for that reason, was it f — A. Always for that reason. 

Q. In every case it turned out that the railroad company had a con- 
tract with the Western Union giving them exclusive rights to the right 
of way T — ^A. Yes, sir. I would say this, however, that the railroad of« 
ficials of many of the roads in the Western States have expressed them- 
selves as being anxious and willing to give us every possible facility, 
and regretted that they were unable to do so. 

Q. They had no unfriendly feeling towards your company, but were 
simply bound up by the contract ? — A. Bound by the contract. 

Q. Did you ever try to obtain a right of way by condemnation within 
a railroad right of way ? — A. No, sir. 

Q. You considered it cheaper to go outside?— A. Yes, sir; the right 
to build a telegraph line upon the right of way of a railroad company 
would be of little value without the good will and, co-operation of the 
railroad company. 

Q. Was this line you constructed from Springfield to Kansas City 
about a fair specimen of your lines other than the main trunk lines, or 
did you build many cheaper lines ? — A. That was about a fair specimen. 
The line from Milwaukee to Saint Paul was of about the same charac- 
ter, but aloilg the highways. The line from Indianapolis to Louisville, 
110 miles, was alongside of a railroad ; that was about the same char- 
acter. 

Q, Do you not, in some places, construct lines of only one wire, and 
without any cross-arms? — A. I never built but one line with one wire,. 
and there we had a cross-arm in anticipation of another wire. 

Q. Where you use two wires, you always use cross-arms f — A. Yes,, 
sir ; and it would be advisable to put up cross-arms if there is any 
probability of another wire being strung within a few years. 

Q. Can you inform us with reference to the relative cost of such a 
line as you constructed compared with such lines as commonly existed 
there or had been constructed before ? — A. No, sir ; I do not think I 
could, not having any knowledge as to the cost of the other lines. 

Q. Were not most of the lines through that section very much more 
cheaply constructed than yours ? — A. I should say they were. Many of 
them were old lines that had been built a good many years ago, when 
it was not the custom to build as good lines as now-a-days. 

Q. Did you construct any considerable amount of lines over public 
lands f — A. Kone at all that I am aware of. 

By Mr. Hubbabd : 

Q. Would 10 per cent, a year keep telegraph lines in repair forever t — 
A. Ten per cent, a year would furnish the renewals. That is, I would 
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estimate that the lines would last ten years, and if yon annually pnt 
in 10 i)er cent for renewals (that is, new cross-arms, &c.), of course yoa 
would keep your line up. What we call repairs is the matter of repair- 
ing temporary breaks, which would be in addition to that. That qaes- 
tion of repairs is one that gives telegraph companies a great deal of 
trouble. 

Q. Cannot highway lines of twenty or thirty wires be maintained as 
cheaply as a railroad line f I am not talking about first cost of con- 
struction t — ^A. As the wires increase the liability to trouble increases ; 
you are more liable to have wires out of order the more wires you have. 
For a commercial line between New York and Chicago, doing the basi- 
ness that we did — we catered to the speculative business, and did a very 
large per cent, of it — I think I would rather have a highway line than 
a railroad line, but that kind of a line would be a little expensive to keep 
up. However, I should have linemen stationed so frequently that the 
line would always be up every morning betore 9 o'clock after any inter- 
ruption. Whereas, in case of a railro£^ line, if, on making a test, yon 
find the wires down at 6 o'clock a. m. between Adrian, Mich., for in- 
stance, and Three Rivers, Mich., on that stretch of 30 miles there per- 
haps is not a train before 11 o'clock in the morning on which a line- 
man could go to look for this trouble. But if you are on a highway be- 
tween Tiiree Rivers and Adrian you start your linemen out of Three 
Rivers very early in the morning after a break, driving at the rate they 
drive in that country over good, hard roads, and the break will be re- 
paired and communication reestablished along the whole line. If nee- 
esi^ary, you could cover the whole line between New York and Chicago 
in the same way. You could absolutely cover every inch of line between 
New York and Chicaiio before 9 o'clock every morning, so that you would 
have a reliable line, whereas on the railroad lines you have to await the 
moving of trains. There are many reasons why a highway line for com- 
mercial purposes is very desirable. 
By Senator Wilson : 

Q. Stations on railway lines are nearer together on the average, 
though, than on highway lines, are they not! — A. I hardly think they 
will average more so than on the lines we built. We put in our sta- 
tions very frequentl,y. They will have an office at every railroad sta- 
tion, for instance, but you will notice that but one wire comes in for 
railroad purposes. All the wires do not go in to every station. 

Q. But you can ascertain whether there is difficulty between stations 
by the use of one wire t — A. Oh, no ; unless the wires come in so that 
you can make a test^ If only one wire comes in, that is the only wire 
upon which you can make a test at that small station. The others can 
only be tested between the principal points. 

The Chairman. I call your attention to a statement of the Western 
Union Company, in their annual report for 1S69, in which they state 
they had constructed from July 1, 1866, to July 1, 1869, 7,968 miles 
of poles and something over 18,000 miles of wire, which is about two 
and a quarter miles of wire, on the average, to a mile of poles. They 
report that the total cost of that construction was $1,238,000, which is 
an average of $150 a mile for everything, including the poles and the 
two and a quarter miles of wire to a mile of poles. That is a cheaper 
average than any you have described. 

The Witness. Does the report set forth that thatamoontof line was 
constructed wholly by the telegraph company f 

The Chaikmajn! Yes. 

The Witness. You probably understand that many of the contracts 



TESTIMONY OF E. B. CHAPMAN. 271 

between the Western Union Company and the railroad companies pro- 
vide that the railroad shall furnish the poles and set them, and that the 
telegiaph company will then string wires and famish instruments. It 
is possible that that is that kind of construction. Most of the Western 
railroad contracts within a few years, and some that have expired, were 
upon that basis. 

Q. In that case the company would not have a sole ownership in the 
line ! — ^A. No, sir. There are very few lines in the United States that 
that company has sole ownership of, I think. 

The Chairman. Mr. Green stated yesterday that they had absolute 
ownership of 114,000 miles. 

By Mr. Hubbard : 

Q. I suppose a line of telegraph along a railroad where they would 
take trees and use them for poles would cost very much less than the 
price you have given f — ^A. Uh, yes ; but that would not be practicable. 
Ton cannot use any kind of wood for poles that you find along the rail- 
road. 

By Mr. Lines : 

Q. A railroad company would not buy poles four or five hundred 
miles away ; in that case the telegraph company would furnish the poles 
usually, would they not? — A. Oh, no, sir ; there are two large concerns 
in Chicago that handle annually, I suppose, from 700,000 to 1,000,000 
telegraph poles. They are sold and shipped to all points throughout 
the Western States and Territories. I have seen poles consigned to El 
Paso from Chicago. 

Q. Consigned to a railroad company or a telegraph company ? — ^A. 
Consigned to a railroad company. Then again, there are other contractus 
where the telegraph company furnishes everything. I presume on such 
tmnk lines as the Pennsylvania Central, for instance, they own their 
entire line. 

By the Chairman : 

Q. It is your opinion that a large proportion of the lines which the 
Western Union Company claims ownership of were constructed in part 
by the railroad companies ? — ^A. I would not like to give an oi)inion 
generally, for I do not know much of the country. But so far as my 
information goes in regard to the western country, that is the ca^se. I 
cannot testify to it because I do not know it. I have seen copies of 
some of those contracts, but have never seen the original contracts, of 
course, and I only know by hearsay. 

Q. Were you emj)loyed in connection with the Mutual Union Com- 
pany up to the time the Western Union acquired its property! — A. Yesj 
1 was the general superintendent of the western division. 

Q. Can you inform the committee about what length of lines they 
had at that time f — A. No ; I could not give you the length of the lines 
in the Eastern States ; I have no knowledge, except from what I have 
been told. 

Q. What is your opinion on the subject ? You must know some- 
where near. — A. I think the Mutual Union Telegraph Company had 
somewhere between 7,000 and 8,000 miles of poles, and somewhere be- 
tween 40,000 and 50,000 miles of wire. 

Q. Have you any idea as to what the cash cost of the pro])erty trans- 
feiTed was t — ^A. No ; I have not. Everything was consolidated in New 
York, and it was a matter with which I had no connection. 
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Q. Did you meet any serious obstacles in the way of oonstrncting 
your lines, on account of opposition made by other companies ? — A. 
Yes; we met with the usnal opposition which competing companies 
have to encounter. 

Q. Were there many suits commenced against you f — A. There were a 
great many suits commenced against the company, of which I have no 
personal knowledge, principally in the Eastern States. There were not 
many suits commenced in the Western States, in fact none commenced 
by the telegraph company ; litigation was commenced by individuals 
very frequently. 

Q. Was that litigation instigated by other telegraph companies, as a 
general rulet — ^A. We had a very strong suspicion that that was the 
case in many instances. 

Q. Do you not know, as a matter of fact, that there were a great 
many suits instituted to embarrass your ox)erations that were instigated 
by the Western Union Company f — A. Perhaps not so many suits as 
hindrances and stumbling-blocks thrown in our path in this way : My 
men, obtaining rights of way along a railroad, for instance, would find 
that some one had got in in advance of them, and made contracts with the 
land owners, ostensibly with a view to building a new telegraph line, by 
which contract the land owner gave to this individual, as trustee, the 
exclusive right of way across his property. The average land owner 
was, of course, when we came to negotiate for our lines, while anxious 
to see us go through, when the matter was explained to them, very 
averse to giving us any rights for fear of litigation. The consequence 
was that we very frequently had trouble of that kind. An agent of the 
Western Union Company would interview a neighborhood of land own- 
ers and make contracts with them, ostensibly for the construction of a 
new telegraph line, agreeing, on the payment of $1 and the execution 
of the contract, to give $10 x>er pole when the line was built. They sup- 
posing that it was a bona fide transaction, and supposing that a company 
was coming along building lines, were supposed to object to our coming, 
and we had a great deal of trouble of that kind all over the Western 
States, and it led to delays, embarrassments, and expense. That is the 
only way in which we were annoyed. 

Q. That proceeding must have been instigated by other telegraph 
companies, of course? — A. I succeeded in fastening it down in one or 
two instances upon agents of the Western Union Company. 

Q. That was really the principal embarrassment you had in getting 
through ? — ^A. Yes, sir. 

Q. And it really increased very largely your cost for right of way ! — 
A. Yes, sir. Then we were always subjected to opposition from un- 
known sources in every town that we attempted to go through, and very 
frequently that was probably stirred up and brought about by other 
companies. 
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March 4; 1884. 
John 0. Yan Dvzer sworn and examined. 

By the Ohaibman : 

Question. What is your occupation f — ^Answer. I am a printer and 
publisher. 

Q. Publisher of a newspaper? — ^A. Yes. 

Q. What is the name of the paper you publish! — ^A. It is called the 
Iron Port, and is published at Escanaba, Mich. 

Q. Have you ever had any connection with the telegraph business? — 
A. I was formerly engaged in telegraphing. 

Q. What class of work did you do in connection with telegraphing? — 
A. I may say that I have been connected with all the work of telegraph- 
ing, from biulding to managing. 

Q. Have you constructed lines? — ^A. I have. 

Q. Where? — ^A. In the States south of the Ohio Biver, during the re- 
bellion, in the State of Texas, in the Indian Territory, and in the Terri- 
tories of Kew Mexico, Montana, and Dakota. 

Q. What lines have you constracted since the war? — A. Those in 
Texas, the Indian Territory, New Mexico, Montana, and Dakota. 

Q. What extent of lines? — ^A. Altogether about 4,000 miles. 

Q. Is that the extent of lines you have constructed since the war? — 
A. YeS; sir. 

Q. How many miles did you construct in the State of Texas? — ^A. 
Something over 1,200, including a short branch reaching into tiie Indian 
Territory. 

Q« For whom did you construct the Texas lines ? — A. For the Gov* 
emment. 

8. Bep. 577, pt. 2 18 «73 
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Q. Under the War Department. — A. Under the direction of the 
Chief Signal Officer. 

Q. What are called military lines. — A. Yes 5 they were called mili- 
tary lines. 

Q. State what time these Texas lines were constructed. — A. In the 
years 1874 and 1875. 

Q. Now, please give us an idea of the cost of building those lines, so 
far as you cau, giving the separate items. — ^A. The cost of the materials 
entering into the lines, as near as I can now estimate, without reference 
to auy records, did not exceed $50 a mile. 

Q. That is for a one-wire line. — A. A single- wire line. 

Q. Do you include poles in that estimate for materials? — A. Certainly; 
all materials. 

Q. It does not include the wire, does it f — ^A. Poles, insulators, and 
wire. 

Q. The cost of the whole f — ^A. As near as I can now estimate it from 
my memory. 

Q. What sort of wire did you use ? — A. Ko. 9 wire. 

Q. What did it cost you for labor !— A. The labor was performed by 
troops. 

Q. Can you tell very nearly what it would have cost if you had had 
to hire labor f — A. I estimated it at one time when the whole matter 
was fresher in my memory, and when I had access to records, at $26 a 
mile. 

Q. Do you think you could now build that same line in Texas for 
$75 a mile, including everything! — ^A. I think it could be done. 

Q. How much additional would it cost you for another wire f — ^A. 
Kot to exceed $30 a mile. 

Q. Can you state how much more it would cost to use Ifo. 8 wire!— 
A. The additional cost of the wire at the price then paid for wire would 
have fallen within $4 a mile. 

Q. What is the difference in weight between No. 9 and Ko. 8t — ^A. 
About 60 pounds to the mile. 

Q. You estimate the wire worth what per pound I — ^A. Seven and 
a half cents. 

Q. So, if you had used No. 8 wire, it would have cost you $4 more per 
mile t — A. Something less than $4 a mile. I put the outside figure on 
it in my answer. 

Q. And for two wires it would be something less than $8 more t — ^A. 
Yes, sir. 

Q. What did you use for poles 1 — A. Chiefly red cedar. Some por- 
tions of the line were put up on post oak, and some portion of it up on 
juniper. 

Q. Where were the poles obtained t— ^A. In the State of Texas, with 
the exception of one cargo, which was shipped to the mouth of the Bio 
Grande from Norfolk, Va. 

Q. Were those poles obtained near the line f — ^A. No, sir. The trans- 
portation of poles was a serious item in the cost } some of them were 
hauled a distance of 100 miles. 

Q. What sort of poles did you use f ^ A. We used a 25-foot cedar pole, 
5 inches at the top ; the juniper poles were smaller — 4 inches at the top 
and 20 feet in length. 

Q. Were those mostly cedar poles ! — ^A. Mostly. 

Q. Were those lines constructed along public roads t — ^They were 
not. 

Q. Where were they constructed I — ^A. They were constructed in part 
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aloDg trails, bat very largely across the country ; it was an entirely nn- 
fenced conutry. 

Q. And you took the shortest line t — A. The shortest line. 

Q. Were they across public lands t — ^A. Very largely so. 

Q. You had no expense for right of way t — A. Nothing. 

Q. Where are the poles generally obtaiued for building Western 
lines f — A. A very large number of them are obtained from the Upper 
Peninsula of Michigan, and the State of Wisconsin, adjacent to Green 
Bay. 

Q. What kind of poles are obtained from that country T — ^A. White 
cedar. 

Q. Can you state what those poles are worth, say at the place where 
you reside t — ^A. Poles 25 feet long and 5 inches in diameter at the top 
can be purchased there now at 40 cents per pole. 

Q. What are they worth in the large markets, like Chicago and De- 
troit — what can they be laid down for V — A. For the price I have named, 
with 30 cents additional for water transportation. 

Q. So that these poles can be delivered in Chicago for 70 cents each? — 
A. Seventy cents. 

Q. Are those poles distributed from there pretty generally all over 
the western country for construction of lines t — A. Very largely. 

Q. What should you say that those poles would cost along the lines 
of railroads in Illinois and Iowa ? — A. That would depend upon the 
terms which could be obtained of the railroad coinpanies for their trans- 
portation. I should say that they could be distributed anywhere in 
the States of Illinois and Iowa at the railway stations in car-load lots 
at a cost not to exceed $1.25. 

Q. And at many points at much less than that t — A. I was averaging 
the whole. At some of the farthest Western or Southern points they 
would cost a little more; taking the whole, I think $1.25 each would 
cover their cost. 

Q. Were the lines you built substantially constructed f — A. Some of 
them were not so; some of them were constructed as substantially as 
anybody's lines. 

Q. How deep did you place the poles in the ground t — ^A. For a single 
wire line, 4 feet in depth. I built some lines intended for carrying more 
wires, where I was compelled to place the poles 5 and, in some instances, 
6 feet in the ground. 

Q. How many wires would poles of the kind you have described 
carry! 

The WiTi^ss. The 25-foot poles t 

The Chaisman. Yes. 

A. They could be made to carry four wires. 

Q. The poles were heavy enough for four wires t — A. Yes, sir. 

Q. Are you well acquainted with the character of the lines in the 
Western States, generally f — A. I have a general acquaintance with 
them. 

Q. Were these lines you built as well constructed as the average lines, 
excepting what might be called the important trunk lines f 

The Witness. Have you reference now to the lines in the Terri- 
tories t 

The Chairman. I have reference to lines in Western States — what 
might be called branch lines. 

The Witness. Have you reference to lines which I constructed in 
Territories t 

The Chaibman. I am speaking now, generally, with reference to the 
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character of the lines, and am asking whether the linesyou built were 
constincted as Bubstantially as the average Hues. — ^A. Where the lines 
were intended for permanent usC; they were. But I built many lines 
which had merely a temporary value, and those were less well-con- 
structed than ordinary lines. 

Q. Was some of that class included in those 1 ,200 miles in Texas f — 
Yes ; some of it. 

Q. How large a proportion t— A. A very small proportion. 

Q* Can you tell us anything about the telegraphic service, as per- 
formed at present by existing companies in the part of the country 
where you reside t — A. The service at my place of residence is very 
badly performed. 

Q. From what cause? — A. For the reason that the lines are used 
jointly by the telegraph companies and the railway companies, and the 
railway companies have the precedence in service. The public is served 
only when the railway business does not occupy the lines. Thai is the 
principle. 

Q. Have you had considerable personal experience of that kind f — 
A. I have had some ; but my answer to the question takes in not only 
my own experience but observation and common report. 

Q. On lines where there are only one or two wires used jointly b^ the 
railroad company and the telegraph company, as far as your experience 
and observation go, the railway company always ha« the first right to 
use the line t — A. Alw-ays. 

Q. I assume that on the trunk lines, along the railroads where they 
have a number of wires, the railroad company has a distinct wire for its 
own use f — A. Usually. 

Q. But on a great many branch lines they use the same wires in com- 
mon t — A. Yes. 

Q. Can you give us any information on the subject of furnishing reports 
for newspapers! — A. Not of my own knowledge; I can only repeat 
what I have heard. 

Q. Do you know, of your own knowledge, of any cases where persons 
have desired to obtain news reports, but have been unable to do so ? — 
A. I know such a case from the statements of the parties interested. 

Q. What is that case t — A. That is the case of the Mining Journal at 
Marquette. Th ' proprietors of that journal have for some time desired to 
establish a daily ij but have been unable to do so because of inability to 
procure reports. I have that from the statement of the business man- 
ager of the firm, and within the last month. 

Q. Were there no conditions upon which that paper could have ob- 
tained the news dispatches ? — A. He told me there were none j that he 
had been unable to get the reports upon any terms. 

Q. Why was thatt — A. At this time because of the lack of facilities 
on the part of the telegraph company for transmitting the reports to 
him, as I understood him. Other obstacles had been overcome to some 
extent. That was the trouble when he made the statement to me 
lately. 

Q. Do you know whether he ever tried to obtain the repoits through 
a franchise conferred by the Associated Press ? — A. He had done so, 
and had acquired a franchise. His firm, as he told me, had purchased 
a franchise from the Western Associated Press. 

Q. And yet he never was able to obtain the dispatches f — ^A. He had 
not been able up to that time. 

Q. He is not publishing a daily ? — A. He is not. 

Q. He never started a daily paper for that reason? — A. For that 
reason. 
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Q. Has this difficulty existed to any extent throagh that portion of 
tlie State of Michigan ? Do you know of any other instances t — A. It 
exists through all that portion of the State of Michigan west of Lake 
Michigan — what we call the upper peninsula of Michigan. 

Q. Has the difficulty been caused by the fact that the Western Union 
have not sufficient lines f — ^A. That is the difficulty. 

Q. Are their lines crowded with business all the time ! — ^A. Over- 
crowded. 

Q. What are their lines mostly — one or two wire lines t — ^A. Two- wire 
lines. 

Q. The failure of the parties wishing to establish daily papers there 
has not been caused by the fact that the Western Associated Press 
would not furnish them the news ? — ^A. I understood from Mr. Horn- 
st-eiu that there was a difficulty in that respect. 

Q. How long have you been connected 'with the telegraph business 
altogether t — A. At intervals, ever since 1848. 

Q. Were you ever connected with the Western Union Company ? — 
A. No. sir ; not directly. I learned the business and practiced it first 
in 1848 upon the lines extending from Buffalo to Milwaukee. In 1852 I 
became connected with the Erie Eailway Company as a telegraph oper- 
ator and builder, and continued with that company eight years in one 
capacity or another, always, however, as a telegrapher. In 1859 I went 
to Illinois and became connected with a line there, also upon railroads, 
and remained there until the breaking out of the war, shortly after 
which I went into the military service, also in charge of telegraphic work; 
I commenced by building lines in North Missouri, and continued in that 
service till 1866, when I was mustered out. xhe service rendered to 
the Signal Office, as a builder of lines, occupied me for about three years, 
in 1874 and 1875, and in the winter of 1877-.'78. 

Q. What has been your observation generally about the management 
of tlie system under present organizations f — ^A. I hardly know how to 
answer the question. 

Q. I mean to say whether the work is managed more economically by 
the existing companies than it has been managed by the Government t — 
A. The business is certainly more economically managed by the com- 
panies than any work which I did for the Government ; the object in 
the one case being to make a profit, and in the other simply to get the 
work done (being military work) without regard to expense. 

Q. I was alluding to the operating. I mean to say by the conduct of 
the business after the Hues were completed. — ^A. It still costs the Gov- 
ernment more to operate military lines than it costs a telegraph com- 
pany to operate lines not military in their character. We were compelled 
to pay higher wages for operators and to maintain offices and lines under 
difficulties which did not beset the lines or the offices of companies. 

Q. You are referring to the Army telegraphs. — A. I am referring to 
the military lines and Army telegraphs. 

Q. What extent of military lines had you charge of during the war f — 
A. I had charge of the lines south of the Ohio Eiver and west of the 
Alleghany Mountains, and reaching to the Gulf. The greatest mileage 
of lines under my control at any one time was some 4,200 miles. 

Q. By whom are those lines owned now t — ^A. Such of them as exist 
are owned by the Western Union Telegraph Company. 

Q. Do you know on what terms they acquired them t — ^A. I do not. 
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March 6, 1884 
A. P. SwmEFOBD sworn and examined. 

By the Ohaibman : 

Question. State yoar residence and occupation. — ^Answer. Marquette, 
Mich.; editor and publisher of a newspaper. 

Q. What paper f — ^A. The Mining Journal. 

Q. I would like to have you give us your experience in regard to ob- 
taining telegraphic news for your paper. — ^A. Mr. Chairman, we have not 
had any experience in obtaining news; we have had some in not obtain- 
ing it. We have been endeavoring for the past year to commence the 
publication of a daily paper at Marquette, but have not been able to do 
60, for the reason that we have not been able to get telegraphic service 
over the Western Union lines, the only lines we have up there. They 
have two lines, one from Detroit across the Straits of Mackinaw to our 
town, and also one from Chicago, along the line of the Northwestern 
Railway. Our experience in that particular has been like this: I think 
it was a matter of some fifteen months ago that we determined to estab- 
lish a daily paper, something that the people of our section very much 
desired. The first step we took was to interview the manager of the 
Western Union Telegraph Company at Chicago, General Clowry, who 
informed us that they could not then give us the service for the reason 
that they had not sufficient wire capacity, but that they had made ar- 
rangements to string a new wire, and as soon as that was up they would 
give us the service, provided we made arrangements with the Associated 
Press for the news service, and said they would give us telegraphic 
service by the first of last July. We saw the Associated Press people 
and informally made an arrangem^t with them for the new service, 
paying $1,000 bonus, and their regular monthly tariff for the service 

879 
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afterwards. In May we made all the prei>aratioD8 for our paper, pur- 
chased press, type, and material of every kind, even to the heading for the 
paper, which has oeen lying in the ofSce unosed ever since. The Ist of 
Jaly came without a fulfillment of their contract. They made the excuse 
that owing to the strike they had not been able to get up their wire. 
They could not tell us when they would get up the special wire, fi- 
nally they announced to us that they would give us the service commenc- 
ing with the 1st of December. That promise they did not keep. The 
last agreement we got out of them was for commencing the service by 
the 1st of March, 1884. My partners went on and made every other 
arrangement that was necessary, employed additional reporters, and 
had them on hand — ^made engagements with them, and at the last moment 
found out that the news service which the Associated Press would give 
them was entirely unavailable for our purposes ; that tbey would only 
give us the afternoon dispatches for a morning paper. My partner then 
saw the agent of the United Press, and made very satisfactory arrange- 
ments wMl that concern, and went back to General dowry and had a 
meeting with him and the Chicago manager at Milwaukee. 

Q. What was General dowry's official position t — A. I think he wa» 
general agent ; he has charge of the telegraph lines. 

By Senator Jaokson : 

Q. The Western Union^lines T — A. Yes, sir. He had a meeting with 
them and made a bargain with them for the United Press dispatches to 
be sent to Milwaukee. I left it in that way. But since I came here I 
have received a letter from mj' partner telling me that they had kicked 
the whole arrangement over and squeezed the life out of the projected 
daily. The telegraphic tolls that they proposed to charge us — the amount 
stated by themselves, and which we were perfectly willing to pay orig- 
inally — was $30 a week for the Associated Press dispatches and half a 
cent a word for specials or anything extra. We were perfectly willing 
to pay that. We were also willing, if they had given us the right serv- 
ice, to pay the bonus to the Associated Press and their tariff for the 
news service, if desired. I will just read what my partner says in that 
letter. I know nothing about what has transpimL since I left except 
what he has written me. 

By the Chairman : 

Q. Please read the whole letter. — ^A. It is not couched in very polite 
terms. This is from my editorial associate, Mr. James Bussell, who is 
also a partner in the paper. Speaking of my jMutner, Mr. Homstein^ 
he says : 

Albert has been feeling better ever since, vntil yesterday — 

He was referring to the prospect of getting out a daily, and was feel- 
ing very good — 

when oar last hope of getting telegraphic serrice for the projected daily was dissi- 
pated by a message announcing that the beet the Western Union wonld do for na 
would be to fhmish ns with a service of 3,500 words from Chieagifat the rate of $105 
a week, half a cent a word for anything extra. 

The original agreement was $30 a week. 

Q. That was on condition that you would take the Associated Press 
dispatches t — ^A. Yes, sir. 

Q. And this was on the understanding that you were going to take 
dispatches from the United Press f — ^A. Tes, sir. But before I came 
away they had made some arrangement for the night press dispatches. 
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They were going to give us the telegraphic service at the same rate. 
onjy we were to be served "by the United Press instead of the Associated 

Press, 

• 

Tliis settles it, as a matter of coarse. The service we tried to arrange for latterly 
-was that of the United Press, the V^esteru Associated crowd showing no desire to offer 
any service that it would be possible for as to make available f£>r such a paper as ours 
is designed to be. The proposition submitted by the Western Union yesterday is a 
Bonare back- down on their agreement with Hornstein a week ago, when he saw General 
Clowry^ at Milwaukee and their Chicago manager in relation to getting the United 
Press dispatches over that line. They then professed a perfect willingness to serve 
the United Press Association, and as reasonably as the rival older concern, but the 
sequal proves they lied. The connection between these two beastly monopolies is re- 
vealed m the action of the Western Union. Bat they have squeezed tha life out of 
our daily project for the present at least. 

I feel more than ever that this is a ver^ poor country for an honest man to live in. 
Albert's face measures 12 inches from hair roots to chin since the coup was given his 
darling scheme by dowry's ultimatum of yesterday, and 1 myself confess to a dis- 
quieting feeline, such as mi^^ht be iu spired by a sense of the presence of a corpse 
somewhere in the office. It is a bad disappointment to all of us. If you can do any 
work down there to punish the rascals, do not fail to put it in, for the love you 
bear us. 

That is about all that I know about it personally. I infer, however^ 
from this letter, where it speaks of a back down from the arrangement 
made a week ago, that something else, that he has not written to me' 
about, transpired after I came away. Probably they had made some 
other ofier, which my partners had accepted, at an increased price, and 
then went back on that. That would be the inference I would draw 
from this letter. But I know that the arrangement was that they had 
agreed to give us the telegraphic service for $30 a week, and now they 
jump to $105, which would be in the neighborhood of $5,500 a year 
simply for the press dispatches. 

Q. If yon had carried out your first arrangement, and taken the As- 
sociated Press dispatches, have you any doubt that you would have 
been able to receive the news at the rate you say — thirty-five hundred 
words at $30 a week f — ^A. Certainly we would. 

Q. That was agreed tof — A. That was agreed to. 

Q. But you wanted your news from some other source ? — A. We simply 
found that the Associated Press would not give us the dispatches or 
the service we absolutely required, in order to make our paper a success. 
We then dickered with the United Press, and found that they would 
give us just what we wanted, and were not going to charge us any 
bonus ; besides, we would save a thousand dollars, which we would 
have been compelled to pay the Associated Press in the way of bonus, 
or for the franchise, and would have no larger amount, and I think not 
quite so much, to pay for the service in sending the news. 

Q. Were there any other conditions required by the Western Union 
Telegraph Company ezcept that you should take your news from the 
Associated Press t — A. No, sir ; but that condition was not imposed in 
the beginning. 

Q. But afterwards T — A. I want to say to the committee that that 
was our original idea. At the time we first talked about taking the 
AjBsociated Press dispatches, living away off in that isolated district, 
we had no knowledge whatever of there being such an institution as 
the United Press Association. 

Q. But at a later date you were informed by the agent of the West- 
ern Union Telegraph Company that you must obtain your news from 
the Associated Press f — A. Yes, sir ; they had made that an ultimatum. 

Q. How many people are living on the peninsula t — ^A. We have a 
l)opalation there close upon 150,000. 
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Q. Is there any daily paper published there t — ^A. No, sir ; the near- 
est daily paper to as is published at Bay City, in lower Michigan. 

Q. Under the existing state of things, is it possible to publish a daily 
paper at Marquette f — ^A. Oh, no ; we cannot do it. 

Q. You cannot do it and make it a success f — A. Gertainly not. We 
have been improving our office, putting in material and getting facil- 
ities for publishing a respectable paper, and we have been to an expense 
of about $5,000 for material of all kinds. 

By Mr. Oabdineb O. Hubbabd : 

Q. Were your dealings with the Western Union or with the Asso- 
ciated Press t — A. With the Western Union. 

Q. They offered to sell you Associated Press news 1 — A. Oh, no, sir ; 
I went myself, personally, to General dowry, and he told me the 
terms on which they would give us the telegraphic service as soon as 
they got the additional wire stretched. 

Q. That is the Associated Press news, you mean t — A. Yes, sir ; lie 
said they would give us the telegraphic service, but we must go and 
arrange for the dispatches with Mr. Smith, of the Associated Press, 
which I did. It was merely an informal talk, in which he told me what 
would be required of us, and which we were i>erfectiy willing to con- 
cede. 

By the Chairman : 

Q. It amounts to this, if I understand you, that they offered to give 
you this service of thirty-ftve hundred words a day for $30 a week, pro 
vided you took your news from a certain association T — ^A. Yes, sir j 
that is what it amounts to. 

Q. But if you obtained your news from any other source you were to 
pay $105 a weekT — ^A. That 'is it exactly. Understand, the arrange- 
ment was that they were to furnish us not to exceed thirty-five hundred 
words a day. If we only got one hundred words we had to pay the 
same amount; but if they furnished us anything over thirty-five hun- 
dred we had to pay for the excess at the rate of half a cent a word. 

Q. Are there any telegraph lines on the peninsula of Michigan, not 
owned by the Western Union Telegraph Company t — ^A. No, sir ; none 
that I know of. There may be a little line on what is called the Ke- 
weenaw Peninsula; that is an independent line running from Eagle 
Harbor to Houghton, I think, and my impression is that the Western 
Union Company owns that now,too. A line was built from the Straits 
of Mackinaw, where they had a cable some years ago, for the benefit 
of the shipping interests in connection with the Sault Ste. Marie Canal, 
more esi>ecially for the pur|)ose of announcing the arrival of ore ves- 
sels there, so that cargoes might be ready for them. The Western 
Union bought that up with the express agreement that they were to 
keep it running. Itwas built by private parties at Marquette. The 
Western Union got it, and I think they kept it up four or five months, 
and then destroyed it entirely. A year or two ago the Detroit, Macki- 
naw and Marquette Bailroad Company put up a telegraph line from 
th"^ straits to Marquette, and the Western Union bought that up. So 
that they now have a monopoly of the business entirely. 

By Mr. HubbABD: 

Q. Was the news firom the Associated Press a drop news to yout — ^A. 
I do not know as to that. They were to be the regular Associated Press 
dispatches. But when we came to the point, they would only give us 
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the afternoon dispatches for a momiiig paper. If the committee desire 
to know anything about the service, I will say that the commercial serv- 
ice in oar State is very unsatisfactory. In fact, we would a great deal 
rather rely on mail facilities generally, for dispatch, than upon the tele- 
graph company. I have frequently, upon going from my home down to 
what is called the Menominee Eange, sent a dispatch announcing that 
I wotdd be there the next day, a distance of from 100 to 125 miles, and 
the party would receive my dispatch after I had been there and trans- 
act^ my business with him. I have also, frequently^ telegraphed par- 
ties to whom I had previously written concerning business matters, and 
they would receive my letter first and the dispatch afterwards. 

John C. Yan Duzeb recalled and further examined. 

By the Chairman : 

Question. You have had experience in the telegraph business and are 
ipformed in regard to it? — ^Answer. Yes, sir. 

' Q. Can you stat/C to the committee whether this news, which they 
proposed to furnish to Marquette, as testified to by Mr. Swineford to- 
day, is what is called drop news! — A. It was not. The point to which 
that news was to be furnished was the farthest point on the line run- 
ning in that direction, and the news would have to be sent from Green 
Bay and delivered specially, so that it would not be what is called drop 
news. 

TESTIMONY OF LLOYD BBBZEB, EDITOR OF THE DETROIT 

(MICH.) EVENING JOURNAL. 

Llotd Bbezeb sworn and examined. 

By the Ohaibman : 

Qaestion. State- your residence and occupation. — Answer. Detroit, 
Mich.; editor of the Detroit Evening Journal. 

Q. That is a paper published in Detroit f — A. Yes, sir; an afternoon 
noon paper. 

Q. How large a circulation have you t — A. Between seventeen thous- 
and and eighteen thousand. 

Q. How long have you been publishing that paper? — A. Six months 
the 1st of the month. 

Q. Will you inform the committee as to the manner in which you ob- 
tain your newsf Give us any information in your possession in regard 
to the matter of obtaining dispatches. — A. The Evening Journal is not 
a member of the Associated Press, or the United Press, or of any press 
association whatever. Its news is obtained by means of special cor- 
respondents located in Washington, New York, Chicago, and through- 
ont the State of Michigan, and at different points in the country. Our 
telegraphic service is performed by the Western Union Company, with 
which company we have a contract. This contract is the same as the 
contracts of the other newspapers in Detroit, the Associated Press 
papers and the two other papers there that are outside of the Associated 
Press. 

Q. That is for the special correspondence f — ^A. Yes, sir; we pay 1 
cent a word for every dispatch we receive, and we receive between eight 
hundred and fifteen hundred words words a day; some days of course 
it runs over fifteen hundred words, and I do not know exactly the aver- 
age, but it is over one thousand words a day, and we pay 1 cent a word 
for each dispatch. 

Q. Without reference to wliore it comes from f — A. No ; we pay 1 
vent a word in the State of Michigan and from Chicago; from Wash- 
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ington we pay 1 J cents, and the same from New York and Boston. The 
contract reads that we shall pay one half of the flay commercial rate, 
whatever that may be. The day commercial rate from Washington is 
3 cents a word, I believe, and one half of that is 1^ cents a word ; so 
also from New York and Boston. 

Q. Your news service costs yon how much per week! — A. From $150 
to $170 a week : the tolls to the Western Union Company average about 
$160 a week, in order to get this we were obliged to sign a contract 
with the Western Union Company to do all our business over their lines 
wherever they had lines in operation, not only our news dispatches, but- 
all telegraphic matter whatever, connected with the business office, com- 
mercial or otherwise. They say to us that we enjoy the same rights 
that the Associated Press does ; that their contract is precisely the same 
as that of the Free Press and Post and Tribune. It is impossible for ns 
to get into the Associated Press. The Post and Tribune, the Free Press, 
two morning papers, publish the night reports. They control the after- 
noon franchise of the Associated Press in Detroit, and we can neither 
buy nor lease it. We have repeatedly made attempts to lease the ri^ht 
to use this franchise. We do not care so much for the news of the As- 
sociated Press, but we want to get the same rates that all the afternoon 
associated papers get. It is true that the Free Press or the Post and 
Tribune, or any of the afternoon Associated Press papers would pay for 
those special dispatches the same rates that we do, but their special dis- 
patches would be about one-fifteenth of the whole report, whereas our 
dispatches are all special dispatches ; every line that comes to the Jour- 
nal is a special dispatch, as they construe it. If we got, say, eleven thou- 
sand words a day, that would be $110 : if an Associated Press paper got 
that many words their average would be about ten thousand words As- 
sociated Press reports and about one thousand special. I have no 
means of knowing what tolls the Associated Press pays, except that I 
know that the assessment on the Associated Press papers in Detroit is 
between $1(^0 and $110. In Chicago I know it is $100 on each of the 
morning Associated Press papers there. If that was true they would 
probably pay about 7 cents per hundred words; in other words, about 
$7 for ten thousand words, and $10 for one thousand words, makiug 
$17 for what we pay $110 lor. 

Q. Mr. Green, president of the Western Union, stated that it was ^ 
cents ; that is very near your estimate. — ^A, Yes, sir. 

Q. And that is unavoidable in the existing condition of things? — ^A. 
Yes, sir; that is unavoidable. Mr. Swineford has stated here, I believe, 
that the Western Union charged him $25 for thirty-live hundred if they 
sent it by the Associated Press, or $105 if they sent it by the United Press. 
That would be a night report, and would make their special rates there 
ciated Press would pay ; in other words, half a cent a word. If it was 
just the same for special dispatches as any other paper outside the Asso- 
sent to a morning paper it would pay the night rate of course, which 
would be half a cent a word for that distance. It would amount to 
$102. We cannot get into the Associated Press, and we cannot get the 
employes of the associated press })apers to send us news, because the 
Associated Press expressly prohibits any employ^ from sending news to 
papers outside of that association. It seems to us that that sort of 
thing could not exist if it were not that there were special concessions 
on the part of the telegraph company to that association. 

By Mr. Hubbard : 

Q. Can you get the market reports! — A. No, sir; for a time we got 
our market news there in Detroit where they received the market (lis- 
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patches daDy. But they shut us oflf from that. Finally we compro- 
mised with the Western Union Telegraph company by paying our com- 
mercial reporter to make a report for them every day, which takes about 
three-quarters of an hour or an hour of his time every afternoon. We 
take it right off the blackboard. It is free to everybody else except 
the newspaper. Anybody can walk right into this bucket-shop — it is a 
bucket shop, I believe — and take these reports, but we cannot do it. 
They not only shut us out, but they told the man that if he did not 
stop giving them to us they would shut him off from the market reports. 

By the Chairman : 

Q. Who told him that? — A. The manager of the Western Union 
Telegraph Company at Detroit. 

By Mr. Hubbard: 
Q. They control the market news entirely, do they not ?— A. Yes, sir. 

By the Chairman: 

Q. That has nothing to do with the Associated Press ? — A. iN'o, sir. 

Q. Did you offer to buy the market news of them! — A. We would 
have bought it of them if we could not get it any other way ; we would 
have been obliged to buy it of them ; we are obliged to buy all this 
news. They say, '* If you don't like this contract, you can get your 
news from some other line.'' There is no other line there. We do not 
complain of the service of the Western Union Telegraph Company there, 
but we do complain of the rates that we are charged. 

By Senator Jackson : 
Q. You complain of the discrimination ? — A. Yes, sir. 

By the Chairman : 

Q. Has there ever been any price set upon the franchise for an even- 
ing paper? — A. No, sir j not there in Detroit 5 at least not that I know of. 

Q. You do not know what it would cost you to buy the right! — A. I 
do not think you could buy it for any amount of money. A new com- 
pany, the Michigan Postal Telegraph Company, is erecting lines, and has 
already strung its wires, I believe, between Detroit and Toledo, to con- 
nect with the Baltimore and Ohio telegraph wires. If we were to order 
a car-load of paper or transact any other commercial business over that 
line, the manager of the Western Union told me that the company would 
abrogate their contract with us. That would compel us to pay between 
♦300 and $400, commercial rates, for, say, eleven thousand words, which 
we now pay $110 for. In fact they can abrogate the contract at any 
time by giving us sixty days' notice. 

Q. Suppose they should abrogate it f — A. Then we could not publish 
a daily newspaper ; we could not publish any news except at a great 
loss. 

Q. You would be excluded from all telegraphic news 1 — A. Certainly. 

Q. Have you any evidence of an arrangement between the Western 
Union Company and the Associated Press by which the telegraph com- 
pany sustains the Press Association in this exclusivenessasto its news T 
— A. Only in a general way. In my experience as a newspaper man I 
have always known that the Associated Press dispatches take prece- 
dence, I believe, over everything else, even over United Press dis- 
patches. I have been so informed by agents of the United Press. 

Q. How many papers in Detroit are connected with the Associated 
Press T — A. Two, the Free Press and the Post and Tribune, both morn- 
ing papers. 
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Q. How many other papers are published there t — A. Two other pa- 
pers, the EvoDiDg News, a Umted Press paper, and the Morning Times, 
which, I believe, stands in the same relation we do, except that they 
have some sort of a contract with the United Press j I am informed that 
they are not members of the United Press Association. There was for- 
merly an afternoon Associated Press paper, the evening edition of the 
Tribune, which, after the consolidation of the Post and the Tribune, was 
called the Evening Telegraph. It ran for about a year and then it was 
suspended and I believe the franchise lapsed. Now there is no paper 
paying anything for that franchise. Beports are going through daily 
which could be taken off there with no expense. It wiU hurt no morn- 
ing paper for it to be published in the Journal, and yet we cannot buy 
the right, and neither can we get from the telegraph company the same 
rates that we would pay if we did have the right to publish that after- 
noon report ; we cannot get the same tolls. 

By Mr. Hubbabd t 

Q. The morning papers cannot publish an afternoon edition f — ^A. 
No, sir ; they just simply shut us off; we cannot do anything. Neither 
can we get into the United Press, for that matter. 

Q. Why not T — ^A. Simply because there is another paper there that 
controls the franchise. We are just obliged to pay about fifteen times 
what any other newspaper would have to do to publish the same news, 
not only in tolls, but we are obliged to appoint special correspondents, 
each man of whom receives certain pay for his work every day. 

By the Chaibmai7 : 

Q. You have to pay how much for what those other papers get for 
$17 T — ^A. One hundred and ten dollars. 

Q. There are two papers that take the news that pay $17 a piece f — 
A. That is merely an estimate, Mr. Chairman. 

Q. I understand you ; there are but two papers that get the Asso- 
ciated Press newsf — A. Yes, sir ; only two morning papers. 

Q. So that the news sent there costs those two papers together $34 f — 
A. Yes, sir; if you estimate it at the rate of ten thousand or eleven 
thousand words a day each. 

Q. Would it cost the company any more to furnish the news which 
you obtain for $110 than to famish what those two papers receive f — A. 
I base that estimate, Mr. Chairman, on the fact that all three of these 
papers are afternoon papers. If the Free Press and the Post and Trib- 
une receive ten thousand words Associated Press dispatches a day, pay- 
ing at the rate of 3 cents a hundred for them, they would only pay 
for their night dispatches one-half of that ($3.50) for that ten thousand 
words at night rates. One thousand special words would cost them $5. 
If we estimate that the Post and Tribune pays 7 cents a hundred 
words, then it would pay $7 and $5, which makes $12, because the Post 
and Tribune specials and the Free Press specials are all night specials, 
which are only half a cent a word, whereas ours are a cent; and, of 
course, where ours are a cent and a half, theirs are three-fourths of a 
cent ; they are just half our rate. If we were a morning paper, we 
would pay $55 for the same report (night report) which they would get 
for $12. 
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By the Ohaibman : 

Question. What is your occupation f — ^Answer. Oeneral Manager of 
the Associated Press. 

Q. That is the New York Associated Press and the Western Associ- 
ated Press t — A. It inclades the entire Associated Press of America. 

Q. There are a large namber of local organizations f — A. Yes ; but 
they are all parts of the original association. 

Q. And you have contracts with all of the local associations to which 
yon fornish news f — ^A. Yes. 

Q. Have yon copies of the contracts which have been called for by 
this committee f — A. Yes. Bnt I saggest, Mr. Ohairman, if you please, 
that before I answer particular questions, I be permitted to traverse 
some statements made before this committee that have been published. 
It wUl detain you but twelve or fifteen minutes, and will clear the way 
for the questions you will want to ask me. I suggest that as the simplest 
method. I had not seen the statement of Mr. Hubbard until I reached 
this city last evening, nor had I had time to examine the statement of 
another witness untU I arrived here. Hence, I made some notes hastily 
last night of what I would like to say in reviewing what has jzone be- 
fore, and, with your permission, I will speak from those notes for a few 
moments. 

The Ghaibmak. You may proceed, Mr. Smith. 

The Witness. I note that Mr. Hubbard, in his very interesting argu- 
ment, uses this language : '^ The Western Union Telegraph Company 
and the Associated Press make a close corporation." And the chair- 
man of the committee, in examing another witness, asked : << It," refer-' 
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ring to the Associated Press, <^ is about as complete a monopoly now as 
could be established, is it nott " 

On these two remarks I shall comment. 

The Associated Press is a private business conducted for. the benefit 
of the papers concerned. It has no exclusive contracts, and enjoys no 
privileges not freely open to any newspaper or association of newspapers. 
Its system of collecting and distributing news is the outgrowth of ex- 
perience and the known wants of those who are served. It is thorough 
and satisfactory to those associated together, and should be to the 
public, as the news of the world is placed in the hands of every one 
who cares to read every day at a trifling cost. But for this co-operative 
system this would be impossible. The Associated Press is not, there- 
fore, as has been repeatedly asserted, a monopoly. Webster defines 
the word " monopolizer'' to mean, first — 

A peiBOD ^ho engrosses a commodity by pnrchasing the whole of that article in 
market^ for the sake of selling^ at an advanced price ; or (2) one who has a license 
or privilege granted by authority, for the sole baying or selling of any commodity. 

The Associated Press is not a monopolizer in either of these senses. 
It does not own the sources of news, and it has never received a special 
privilege from any authority. It is evident that the use of the word 
^^ monopoly " is due to misinformation. 

Many people suppose that because the Associated Press uses the 
wires of the telegraph company freely therefore there is a mutuality 
of interests. A merchant who conducts his business largely by tele- 
graphic correspondence bears precisely the same relation as the press 
to the telegraph company. The latter is a common carrier, and in each 
case the business conducted over the wires by both merchant and press, 
is strictly private. 

I note that Senator Wilson asked the following question, to which he 
received an affirmative response : 

Q. If the news were free to all it would simply be a question of competition be- 
tween news associations, would it not f 

There is a confusion of ideas here, which is due to a misapprehension 
of the character of newspaper work. I beg the Senator's pardon, bat 
he is not singular in this. The same misapprehension generally prevails, 
and it shall not be my fault if a clearer view does not obtain hereafter. 
I remark, then, that news is free to all. Are not the transactions of 
"Congress to-day open and free to all the world t 

Senator Wilson. I think, Mr. Smith, without desiring to interrupt 
you, that you have cut out the whole connection with the context. 

The Witness. I will quote the Senator more fully further on. 

But while the sources of news are free, the skill and ability in giving 
it form, the agencies employed in its distribution, and the capital that 
makes all available, come under the head of private enterprise and pri- 
vate property. There is no power to make these free without the con- 
43ent of those who own and control them. 

Thetestimony on this subject, as well as the questions asked, imply 
that the Associated Pi ess has been derelict in its duty, and that it has 
been an instrument of oppression. It is to the interest of competitors 
to convey this impression, but I do not understand, and certtunly do 
not believe, that Senators entertain any such opinion. Before I have 
concluded I shall hope to create a very different impression. 

Senator Jackson asked a witness the following question : 

Q. From yonr own consideration of the Bubjeot, what is, in brief, the remedy yoa 
wonld suggest t 



TESTIMONY OP WILLIAM HENBT SMITH, 289 

To which this answer was made: 

A. I think that the telegrapL companies ahonld give a rate similar to the rate given 
by the British Grovemment ; that is, that they should charge so mnch for serving a 
place, and if there is more than one paper there that they should serve the additional 
papers ; and that the rate shoald be snren whether three points were served or ten ; 
that it shoald be so much, and that the rates should be high enough to pay them for 
doing the work. 

In shorty the question is asked, why should not the Associated Press 
serve all papers at the same price ? To the credit of the wealthy mem- 
"bers of the Associated Press be it said, they have voluntarily taken 
upon themselves the largest payments. Thus, take what is called the 
Western Press report, which is delivered to fourteen of the principal cities 
lying between the Alleghanies and the plains of Kansas. The service 
is the same to all, yet, except the cities of Cincinnati, Saint Louis, and 
Chicago, no two cities pay the same. Their assessments are in propor- 
tion to their population and ability to pay. The same rule applies to 
cities taking condensed reports. In a number of these places the money 
paid by the papers does not equal the cost of delivering the report, and 
nothing is received toward paying the cost of the original collection, 
handling, and editing of the news ; under no other system would this 
be possible. The Government charges the same rate of postage to rich 
and poor alike. The Associated Press discriminates in favor of the poor. 

To make this clearer I will refer to the question of rates. The wit- 
ness remarks : 

As I anderstand it they have a rate from the Western Union Telegraph Company 
£'*they " referring to the Associated Press] which makes the rate to each individual 
paper 6^ cents for each hundred words, on an average. I do not know who devised 
this contract. I assame that it was devised by the Associated Press, as I know that 
it has always been the idea in the Associated Press office, where I was employed for 
many years, that if they could get up some sort of contract that would apply to dis- 
tance, and base it on the ready-made business that they have, it would be a scheme 
'which would bar out everybody else. For instance, if the Associated Press, having 
clients from New Orleans to Washington, get a rate at Richmond of an eighth of » 
cent a word that enables the Associated Press to serve Richmond for $25 or |30 a 
week. < 

The rate to Bichmond is $64.50, which is very difierent from the state- 
ment made. Nor is there any contract for 6^ cents per hundred words, 
as yoa will see farther on. Another reference : 

We cannot send 1,000 words in the day and 2,(]f00 at night and live under it. Now, 
for illuBtration, the Associated Press has seven newspapers in Chicago and I have one. 
The Western Union charges nothing on account of the six additional papers. They 
oerve the place. It costs me as much to serve Chicago as it does them. 

Which is not trae. One other reference. This question is asked : 

Q. That is done, I suppose, at an increase of expense f 

That is, the service to the Detroit Times. The answer is : 

A. Oh, yes. News comes very high to those papers in Detroit. The Evening News 
receives very little, but its telegrams cost it (60 per week^ I thinic its proprietor told 
me ; and the service to the Detroit Times must oe double in cost to that ox the Detroit 
Free Press, which is served by the Associated Press. 

I saw last evening a manuscript report of some testimony given before 
this committee yesterday on that point, which I will also read| with your 
permission. This question is asked : 

Q. Have you any evidence of an arrangement between the Western Union and the 
Associated Press by which the telegraph company sustains the Prass Association in 
this exclusiveness of its news f 

A. Well, only in a general way. In my experience as a newspaper man I have 
always known that the Associated Press dispatches, I believe, take precedence over 
everything else, and precedence over the United Press dispatches. I have been so 
informed by agents of the United Press. 

S- Rci>. 577, pt. 2 19 
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I believe the representative of the UDited PreBS, the other day, stated 
the very opposite of that. Another question is asked : 

Q. Yon have stated that those papers pay |17, 1 think it was, for what yoa have to 
pay how much f 
A. Oue hnndrecl and ten dollars. 

Mr. Chairman, there is no such rate as here mentioned. You have 
l>eeu furnished with a copy of the contract between the Western Union 
Telegraph Company and the Associated Press. That contract shows 
jon that there is no rate less than $2.50 per 100 words, except in the 
new and sparsely settled districts of Texas and Colorado. In other 
sections the Associated Press has to account to the telegraph company 
•at the rates mentioned, but it does not always collect from the papers 
Teceiving report as much as it pays to the telegraph company for the 
i^ervice. This is true in several points of the south, of Butte and Helena, 
Mont., Ogden, Utah, and other places. There is a different class of 
service, which you will find referred to in the contract, for which 80 per 
cent, of the receipts go to the telegraph company and 20 per cent, to the 
Associated Press. This is an expensive service to the telegraph com- 
pany and the compensation is small. The comx)ensation to the Asso- 
ciated Press is trifling, and is intended only to cover thecost of tolison 
incoming local news, and not pay anything towards the original cost of 
report. 

As already stated, while the rates paid to the telegraph company are 
uniform, the charges by the Associated Press are a^'usted on the con- 
ditions of ability to pay and surrounding circumstances. • Thus, while 
in New York a morning paper may pay from $300 to $800 per week, 
in Chicago from $100 to $200, and in Milwaukee $100, in other cities, 
jounger in years, the charge is much less. I am informed that the very 
absurd statement was made to you yesterday that the Free Press and 
Post and Tribune, of Detroit, paid each only about $17 ; whereas for 
years they have paid jointly $218. It would be to the interest of these 
papers to prevent the delivery of reports to the interior cities of Mich- 
igan, .\et, to their credit be it said, they have cheerfoUy acquiesced in 
iSie policy of the management of the Associated Press, which has been, 
and is, to give news reports to all cities large enough to support a 
newspaper. This has usually been done on petition of citizens. Thus 
the cities of Grand Bapids, East Saginaw, Bay City, and other points 
in Michigan have been supplied with news reports for the payment of 
a mere bagatelle. This has been done to aid in the building np of those 
<(itie8. The same is true of Wisconsin and Minnesota, and other new 
States. The cost to the Oshkosh paper is $17 a week; to the La Crosse 
Chronicle, $26 ; to the Winona Bepublican^ $28. To make the rate uni- 
form, as has been suggested, would result m destroying nearly one-half 
of the newspapers of the United States. I am sure Senators would not 
regard such legislation in the nature of encouraging the press. 

The co-operative system which gives to the Little Kock Gazette, the 
Vicksburg Herald, the Fort Wayne Gazette, the Grand Eapids Demo- 
crat, and other papers of the second class, through the Associated Press, 
a representative at the capital and in every city in the world is the 
only system by which a large portion of the American press could live 
as daily newspapers. These supply to the people of the different com- 
munities twice each day the cream of the news as fresh as it is supplied 
to the citizens of the great cities. Without such an ageucy the papers 
could not afford to pay the cost of correspondence, even if the Govern- 
eient carried the news reports free over the wires. 
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The Associated Press, iu additioD to this work of supplying news, 
supplies communities, through the dailies and weeklies, with the market 
reports, with all of the commercial news which is of interest to every 
man engaged in business of any kind and of every description. ]^ot a 
dollar does the country weekly pay lor its news. It is all furnished by 
the Associated Press, and they take it freely and without cost from the 
columns of Associated Press newspapers. 

Let me read again the answer to Senator Jackson's question : 

A. I think that the telegraph companies should give a rate similar to the rate {^ven 
by the British Government ; that is, that they should charge so much for serving a 
place, and if there is more than one paper there that they should serve the additional 
jiapers; and that the rate should he ffiven whether three points were served or ten ; 
that it should be so much, and that the rates should be hign enough to pay them for 
doiog the work. 

The Chairman. Tou are reading from the testimony of Mr. Phillips? 

The Witness. Yes. How is it possible for a common carrier to dis- 
criminate as suggested f 

The rate is on the service done. If the rate is $2.50 a hundred words, 
for a service of 16,000 words per day^ and the owners choose to permit 
the use to a half dozen papers, that is a matter that does not concern 
the telegraph company. If an individual newspaper x>ublished in the 
same town asks the telegraph company to transmit for it also 16,000 
wonls, the company must charge the same rate for a like service. Papers 
that give out to others this news deprive themselves of the benefit of 
exclusiveness. There is not a paper in any large city where several 
papers are published, receiving Associated Press reports, that would 
not pay very cheerfully the assessment that is made on all the news- 
papers there. The principle of exclusiveness is very valuable. But 
that is not recognized by the Associated Press, so far as the city is con- 
cerned. The same principle applies to all other kinds of business. A 
railroad is a common carrier for the transportation of merchandise, &c. 
It charges a certain rate for the transportation of a car-load of wheat, 
whether that car- load of wheat belongs to an individual or to an associ- 
ation of individuals. There can be no discrimination in rates where the 
service is the same. The matter of association, or the division that 
comes from association, belongs to the individuals themselves and to 
nobody else. 

I note further the following questions and answers : 

By Senator Wilson : 

<2. Suppose there should be a regulation by act of Congress to the effect that all 
news transmitted for any association by a telegraph company should be fumisked at 
the same rates to all papers at the different points reached. What effect, in your 
judgment, would that have on your cause of complaint f— A. I think it would give 
everybody a chance to live and do business. 

Q. What would be your judgment concerning a measure of that kind, basing your 
opinion upon your experience m connection with telegraphing and newsf — ^A. I think 
the effect would be good. It would put eveiybody on the same basis, and newspapers 
thpQ would be Just the same as the commercial patrons of the telegraph companies 
•re now. 

The Associated Pi-ess exercises the right enjoyed by every other pri- 
vate business in the land of choosing its own partners. It does not 
interfere with the formation of other associations or with individual en- 
terprises. The result of Oovernment intervention, even if the Gopsti- 
tution warranted such intervention, would be to increase the cost to the 
weaker papers and to reduce the cost to the stronger, as I have already 
shown. 
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Before I proceed to reply to the qoestion, let me bring into view a 
collateral one : 

At this point, Mr. GhainnaDY I desire to disclaim any parpose to 
discuss the question of a postal telegraph. It is one on which good 
citizens may lionestly differ. The Associated Press papers are divided 
in opinion on this subject. 

This committee have caused to l>e printed the favorable opinions of 
the New York Herald, the Evening Post, the Chicago Tribune, and. 
other prominent wealthy At^sociated Press pax>er8. But with this I 
have nothing to do. 

The Chairman. In what cases did we do that f 

The Witness. It is in an appendix to, which is made a part of, the 
statement of Mr. Hubbard before this committee. 

The Chairman. Quotes from those paperst 

The Witness. Yes ; some forty-eight pages. It is the testimony of 
the Associated Press in favor of your scheme of a postal telegraph* 
There are others, and perhaps a greater number that might express a» 
different opinion. 

You are asked by a complainant to interjiose the power of the Gov- 
ernment to com])el the telegraph company to discriminate against the 
Associated Press and in favor of the United Press. Fortunately the 
fundamental law, about which this complainant is in blissfal ignorance, 
prevents this and plsiees all on an equal footing. But this request opens^ 
up to view the danger to the liberty of the press if the handling of re- 
ports were left to the officers and employes of a political party. The pas- 
sions and interests of party constitute a dangerous basis upon which 
to rest the business of the newspaper press of the Republic. Any one 
familar with tlie difficulties in the way of tracing delays, blunders, and 
omissions in the handling of press busiuess will understand how futile 
legal enactments would be to protect the press against partisan inter- 
ference. The frequent expediting of reports to one, or the delay to a very 
important piece of news at a critical hour by magnetic disturbances or 
atmospheric influences to another, might prove fatal to an opponent. 
The success of newspapers depends in a measure upon time ; in the 
case of news, almost upon seconds of time. 

Complaint is made because members of the Associated Press choose 
their partners, and do not throw open the doors to every new-comer. 
What private business is conducted on that principled Does the dry- 
goods merchant divide the orders of his commercial agents with hi» 
neighbors ! Does the broker supply competing brokers with his private 
dispatches! And yet it has been gravely suggested here that this, 
principle be applied to the Associated Press, a busiuess as distinctly 
private as the others. 

As to the principle of the admission of new members, I take the lib- 
erty, with his permission, of referring to a remark made by the chairman 
before the formal opening of this meeting of the committee, that papers 
at Denverhad applied for and iailed to get the news. I beg to say that 
there are published in Denver today three morning papers and one 
evening paper, receivingthe Associated Press reports — a greater number 
of papers in proportion to the population than are published in any other 
city in the United States. That community is not suffering lor the 
want of newspapers ; the papers may be suffering for the want of patrons^ 
It is true that two a[)plications have been made by outsiders, in the city 
of Denver, for the press report, in addition to those four papers, and 
they have been refused, and very properly. It is not the policy of the 
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Afii^ociated Press to make weak newspapers, but to make strong news- 
papers. That is in tbe interest of tlie community. 

I return now to the question of regulation. Whence does Congress 
derive the power ? One of the most distinguished constitutional lawyers 
that ever appeared before the Supreme Court spoke as follows just 
sixty years ago, and I reckon it is sound argument to-day. He said : 

It in ouly under State laws that property can be acquired by individnals. It is by 
State laws that the private dealings and private business of the citizeus must be resu- 
latcd. The law of contract, the law of descent, the law of conveyance can neither oe 
originated uor modified by Congress. It is by these laws that private rights in prop- 
erty are created and secured. 

Now, Mr. Chairman, the members and clients of the Associated Press 
have a valuable property, which has been acquired through years of 
industry and the expenditure of many millions of dollars. Are you 
going to sweep it away ? 

The Associated Press was in existence twenty-five years before an op- 
position news association was started. During that time it paid very 
high rates for collecting and telegraphing news. There was a hard strug- 
gle to make both ends meet. Papers died, and new capital came for- 
wanl to contest the ground. Millions were spent to supply the people 
of the United States with the news of the world, at the earliest moment, 
and at the least possible cost. You are now asked to discriminate 
against this service in the interest of another. How will you do it t 
Will }ou command the Associated Press to share its business with the 
newcomer by giving copies of its reports to whoever may ask for them t 
This would result in new combinations, but it would not change the 
conditions. Will you make a uniform rate to all points t This would 
help the newspapers of the large cities who do not need assistance, and 
kill more than half of the papers of the second class. However, one 
goo4 would result from this : It would take away from lawyers who 
have failed at the bar, and preachers who have retired from the minis- 
try, and politicians who have been repudiated by the people, the in- 
spiration to become journalists, and thus society would be much bene- 
fited. 

But it is proposed to accomplish this through legislation regulating 
the Western Onion Telegraph Company. In the business or affairs of 
that company the Associated Press has no interest. But we have con- 
tracts, not very valuable x>erhaps; but they are valid contracts, and under 
them we have entered into written obligations to other parties, which ob- 
ligations we are legally bound to fulfill. Has Congress a right to pass a 
law impairing the obligation of contracts f Whence is the ]K)wer de- 
rive<l t Can Congress do indirectly what it cannot do directly t Chief- 
Justice Marshall says, in Osborn vs. The Bank of the United States, that 
Congress cannot create a corporation to conduct a private business. 
If Congress may not create a private business can it regulate a private 
business ! On this point I must beg pardon of the legal gentlemen 
pn*8ent for thus trespassing upon their exclusive ground. 

Note one other point in the testimony before me relative to news serv- 
ice in England. This question is asked by the chairman : 

Q. Genei ally speaking, in Euiope, under the system of Government control, are you 
infornifd on the suhj* ct asto \vhether the news is free, as it is in England, and whether 
all iiersous can take it at a uniform rate f — A. I have no direct information on that 
)M)int. All the knowledge I have is purely inferential. From what people tellme who 
come over here and attempt to do business with opposition press associations, I Judge 
that news is free there. When I hey are told that tne Associated Press will not permit 
such a thing here they are always surprised, and say they cannot conceive how, in a 
free country, there should be such a monopoly as this when they have nothing of it on 
tbe other side. 
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The British press rate is 25 cents for 75 words daring the day, and 25 
cents for 100 words at night, to each place where but one paper is served, 
and 4 cents for 75 words in the day-time^ and 4 cents per 100 words at 
night, for each additional paper served. But as to the English service 
it should be borne in mind that Great Britain is a small country com- 
pared with the United States. If the rate were made on the same basis 
m America, it would be very much higher to the papers than the rate 
charged by the Western Union Telegraph Company. 

The complainant before you was not informed as to the press service 
in Great Britain, and the impression is left with the committee that 
anybody's news reports may be had for the asking, and by paying the 
Government a rate of 4 cents a hundred words. This, however, is not 
the case. The news reports are the property of individuals, and are 
sold or withheld at their option. There are no associations of news- 
papers there. The papers of London act independently of each other* 
Tliey have leased wires and employ special correspondents just as the 
papers do in this country. It is related that a London paper spent 
jS3,000 on one occasion for eastern war news. It was not possible for 
any other paper to obtain this report by applicatiQU to the Government. 
Thus it will be neen that private rights, that the common law, is re- 
spected yet in Old England. 

By Mr. Gabdineb G. Htjbbabd : 

Q. Was that the New York Herald that had that newst — A. A Lon- 
don morning paper. 

Q. Did not the Herald do the same thing, purchase the Abyssinian 
new» at a high price f — A. They have done it. 

Q. And were they not obliged to turn it over to their associates, who 
did not pay a cent for it f — ^A. They did not turn it over to their asso- 
ciates. 

Q. Were they not obliged to do thatf — A. The m'e would require 
them to, yes. 

The Ghaibman. I am informed that you have copies of the contracts 
which we have called for. Suppose we bave those presented first. 

4 Witness presents papers to the chairman.) [See appendix.] 
?he Witness. Mr. Chairman, I wish to remark here, in presenting^ 
those contracts, that the right of this committee to them is not recog- 
nized by the Associated Press, but that they are given through courtesy 
and with a desire to furnish to the committee all the information within 
the possession of tibe Associated Press. 

By Senator Wilson : 

Q. In that statement do you design to place any limitation upon the 
use of the contracts on the part of the committee f 

The Witness. You mean their publication ! 

Senator Wilson. Yes. 

A. Yes. They are for the information of the members of the commit- 
tee. 

The Ghaibman. It may be important information for the Senate, but 
they cannot be submitted to the Senate, of course, unless in ^printed 
form. 

Senator Wilson. That is what I wish to understand. In the prep- 
aration of a report of this committee on this subject, do you wish to place 
a limitation on the use which the committee shall make, in connection 
with that report, of these contracts which you furnish ? 

The Witness. I prefer to reserve a reply to that until I consult those 
who may be regarded as the proprietors of these contracts. 
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Senator Wilson. I put the question for the purpose of avoiding any 
misunderstanding in the future. 

The Witness. Yes, I understand, Senator. I will communicate au 
answer to the committee at some subsequent time. 

The Ghaibman. Can we make these contracts a parts of the report 
of your testimony, allowing the stenographer to incorporate them in his 
notes! 

The Witness. Not at present, please. 

Senator Jackson. As I understand you they are submitted for ex- 
amination by the committee. 

The Witness. Yes ; it is done in order to correct misrepresentations 
that have been made before this committee, and, as I said before, not 
as recognizing any right on the part of the committee to demand them 
of the owners. 

Senator Wilson. The misrepresentations, as you allege, have gone 
into the record of the proceedings of the committee. Suppose we should 
come to the conclusion that you are correct in designating them as mis- 
representations, how are we to sustain our conclusions in that regard 
unless we are permitted to use the contracts which you present in refu- 
tation of those misstatements t 

The Witness. I see the force of the question, Senator, and I have 
no doubt that our people will say yes, to make them part of the record, 
but it is due to them that I should first ask the question, because it has 
not been considered before. 

The Ghaibman. I should say to the committee that these are not the 
original contracts ; they are copies. There is no evidence that they are 
correct copies. 

The Witness. Would a certificate signed by me be sufficient,* Mr. 
Chairman f 

Senator Jaokson. Are you the custodian of these contracts t 

The Witness. Yes ; I am custodian of the papers. 

Senator Jackson. I should say that a certificate by Mr. Smith, while 
he is under oath, too, that these are correct copies would be sufficient^ 
as he is the custodian of them. 

The Witness. I can have the seal of a notary or any other officer ati* 
tached, if that will give emphasis to my statement, Mr. Ghairman. 

Senator Wilson. A certificate by Mr. Smith, I should suppose, would 
be a sufficient authentication. 

By the Ghaibman : 

Q. The copy of the contract which Mr. Green furnished us before re- 
fers to a contract of January 11, 1867 ; this is a copy of the latter, as I 
understand t — ^A. Yes. 

Q. It also refers to a contract of March 1, 1868, of June 7, 1871, and 
of September, 1878. 

The Witness. I observe, Mr. Ghairman, on looking over that con- 
tract that you have, after coming here, that there is omitted from the 
papers that 1 handed to you this morning a supplemental contract of 
1868. It, however, is of no special importance. It simply changed the 
manner of making up the noon report. The noon report at that time 
was sent irom Buffalo, and that supplemental contract changed that 
service to New York Gity. That is all there is of it. 

Q. I will ask a question growing out of the statement you made that 
yoa have no exclusive contracts. Yon have a large number of local con- 
tracts, or contracts with local associations. Are not those exclusive ia 
their character f 
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Tlie Witness. To tlic members of those associations t 

Tlu* Chairman. To the particular associations. 

A. The.v an* exr.lnsive, certainly. 

Q. You f*ou]d not give them to any other association within the same 
territory, could you?— A. We certainly would not. It is our territory j 
it is all one thing. These are parts of the general Associated Press; 
they are simply parts of the same machinery. But for convenience they 
have been divided into associations for local purposes. There are num- 
bers of associated presses, and there are members having franchises in 
the form of certificates. They may be said to be the controlling members 
of the associations. Papers that have not such certificates have instead 
these local organizations and the exclusive contracts to which I referred, 
and the carrying power with the telegraph companies. This, however, 
is a matter of interior government, and does not concern this committee, 
nor does it relate to my statement. 

By Senator Jackson : 

Q. You simply undertake to serve your members f — A. That is it. 
These are our own iieople, and instead of giving them certificates we 
give them written guarantees, if you please, that they shall have pre- 
cisely the same privileges as controlling members. 

By the Chairman : 

Q. No person wishing to start a paper within the territory of one of 
these local associations can get the news rejiorts of the Associated Press 
without the consent of the association of that locality f — A. Kot with- 
out the consent, if you please, of the paper in the locality whence the 
application comes. That is the universal rule. 

Q, The consent of the paper, you say ; 1 do not understand that. — 
A. I will illustrate, if you please : Take the city of Minneapolis, there 
are two newspapers there receiving Associated Press reports. If there 
were an application made for a new paper the question would be asked 
the two papers of Minneapolis whether or not they were willing to have 
this news given to other papers ; that is, whether or not a new member 
should be admitted into the partnership. That point I discussed in 
my preliminary remarks. 

Q. Then, so far as the news that is furnished is concerned, it is re- 
stricted at the demand of the parties who are now receiving itf — A. They 
have a right to elect whether they will admit new partners or not, and 
that is Ixdng done; as, for instance, last year five new members were 
admitted in different places, and only last week I gave an order for the 
admission of a new paper at Lincoln, Nebr. No reasonable application 
is ever refused. There are a great many foolish i)eople who want to 
Btart newspapers. You can find them every two weeks in almost every 
town or city in the land. 

Q. Does the management of the Associated Press undertake in every 
case to deciide for such people whether they need a newspaper or not ^ — 
A. The management ot the Associated Press leaves that to the Asso- 
ciated Press ])apers in each community, and to the citizens of commu- 
nities in the absence of established papers. 

By Senator Wilson : 

Q. Does the community, aside from the Associated Press papers 
within it, have anything to say in regard to the establishment of local 
pai>ers and their receipt of Associated Press news f — A. They have had 
a great deal to say in the past 
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Q. Has tLat great deal thai they have had to say been effective ! — 
A. Yes. 

Q. Is that generally the case! — A. That is. 

By the Chairman : 

Q. When persons in a commnnity desire to start a newspaper and 
the papers of the local association decide that they will not give them 
a franchise or sell it to them have they any power whatever to obtain 
the news dispatches ? 

The Witness. The citizens ? 
* The Chairman. The persons who desire to start the publication of a 
newspaper and wish to get the Associated Press news. 

The Witness. Why, mofet certainly not. They may do it by bur- 
glary, perhaps, the same as they would take possession of a merchant's 
establishment. 

Q. Then will you explain how, in answer to Senator Wilson's ques- 
tion, you can make it appear that persons not connected with the asso- 
ciation can make their influence felt so as to compel the company to 
^ve them news? — A. I will draw a line between the two classes of x)er- 
sons spoken of, the one by me, and the one by you. You are speaking 
of an individual or two or three individuals in a community who may 
desire to start a newspaper They have no right and they have no 
power in the case. But if a community has generally, as a matter of 
local interest, presented a strong case for an additional newspaper, I do 
not recall a single instance where the voice of the community has not 
been regarded. 

Q. But it is optional with the association controlling the franchise? — 
A. Why, undoubtedly, it is their property. 

By Senator Wilson : 

Q. Any member in any city or town objecting to having the news 
furnished to another paper can prevent it, can he not? — A. Yes. 

Q. So that the veto upon a proposition of that kind belongs to each 
member of the association ? — A. Just as in any other partnership. There 
is no difference between the Associated Press and other business in that 
respect. 

Q. Do you make any distinction between the business of collecting 
and disseminating news calculated to affect the public interests or the 
business of the country and that of any other private business ? — 
A. No. 

Q. The news sent out, whether correct or otherwise, may have a 
greater or less effect upon public affairs, may it not ? — A. Yes. 

Q. And upon the business of the country or of localities ? — A. Yes. 

Q. Can any other business in the country produce a like effect ? — A. 
If a man in Chicago corners the wheat market, he affects the entire com- 
mercial community. If Sprague, Wanier & Co., of Chicago, buy up all 
the canned goods in the country and increase the price 20 to 30 i)er 
cent., thataftiects the entire commercial community. 

Q. Do you think it desirable to maintain and perpetuate that element 
in the business of the country ? — A. No ; but that is not the case with 
the Associated Press. When newspapers can be bought for one cent in 
almost every large city in the country, and for less than five cents in 
nearly every city, there is no opportunity to injure the community. On 
the contrary, the newspaper cannot succeed without represeutingpublic 
sentiment. That sentiment is always regarded in the management of 
the press, and no newspaper can expect to succeed until that is taken 
into consideration. 
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Q. When I buy a newspaper, I bny what i» pablished in itf<— A. For 
yoar own individual use t 

Senator Wilson. Yes ; sach nse as I choose to make of it. 

The Witness. No; I beg your pardon. You cannot immediately 
take and issue that in another form, and sell it in competition with the 
man of whom yon purchased it. 1 mean that it is not right to do so. 
That is a violation of property rights, an recognized by the common law. 

Senator Wilson. That is a distinction concerning which we would 
probably disagree ; but that is not very material to this inquiry. When 
I bny a newspaper I own what there is in it. 

The Witness. For your personal use, your information; that is wba»t 
yon own it for. 

Senator Wilson. When the publisher of that newspaper is prepar- 
ing the news for publication, he puts into it the details furnished by the 
Associated Press, so far as that association is a factor in the premises. 

The Witness. He may, or he may not, just as he chooses. 

Senator Wilson. I am taking it for granted that the ABSociated Press 
paper will publish the Associated Press news. 

TheW^iTNESS. Yes. 

Senator Wilson. Suppose the Associated Press, for any reasou 
whatever, should have fumi^ed incorrect news. It may do so, may it; 
notf 

The Witness. It never has. 

Senator Wilson. That is hardly an answer to my question, permit 
me to suggest. 

The Witness. We must judge the future by tlie past. 

Senator Wilson. I am speaking naw of possibilities, because they 
surround a principle that is involved in this case. It is a possible thing^^ 
whether probable or not, for the Associated Press to furnish false news, 
is it not t 

The Witness. It is a possible thing for a man to commit an error, to 
be misled. 

Senator Wilson. That is hardly an answer to my question. 

The Witness. Well, I beg your pardon, but the Associated Press — 
and that is what gives it its value — labors to make authentic the news 
it sends out. 

Senator Wilson. Undoubtedly ; however, there have been many in- 
stances in which the news has not been authentic. 

The Witness. Very few instances, sir, within my recollection, and 
I have been in the newspaper business for twenty-seven years. 

Senator Wilson. It is within the power of the Associated Press to 
do what I suggested, undoubtedly. 

The Witness. No, sir, it is not, and I will tell you why it is not. 

Senator Wilson. I am not making any special point as to the As- 
sociated Press or any other as>ociation. I am dealing with what seems 
to me a general principle. It seems to me that it is possible for the As- 
sociated Press to mislead the public with regard to public affairs and 
with reganl to business, by sending out that which is not correct as 
authenticated news, upon which the public may act, upon which indi- 
viduals may act. They supply that to the press of the country, from 
which the great mass of the people derive their information, and on 
which they act in their business affairs and in public affairs. Xow, it 
seems to me that an association or an individual engaged in that kind 
of business stands in a very different relation from the man who is con- 
ducting a store, a grocery establishment, a manufactory, or a person 
pursuing any other of the ordinary avocations of life; for the reason 
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that public affairs and business affairs may be so largely affected by 
the action of the one cannot be so aft'ected by the action of the other. 
It seems to me there is a clear distinction between that kind of business 
and the ordinary private business of the people of the country. 

The Witness. There is no distinction so far as property rights are 
concerned; no distinction so far as the law is concerned. 

By Senator Jackson : 

Q. It is simply a distinction in the degree of confidence that the public 
may have between the different modes of the reception of news, is itt — 
A. Yes ; and I desire now to say why I said it would be impossible for 
the Associated Press to systematically and intentionally mislead the 
public: It is because the Associated Press is a part of the interests of 
every community of the United States. Its membership embracea 
papers of all parties and representing every opinion. Therefore, there 
could not be a concert of action on the part of the members of the Associ- 
ated Press which would lead to a systematic misrepresentation of events 
or of questions in which the public had a vital interest. 

By Senator Wilson : 

Q. Does it not occur to you that, because of the close connection be- 
tween that association or any other similar association and the public- 
aflEeiirs of the country, it stands upon a different basis from that of the 
ordinary business of the people t — ^A. In one sense I admit that, but not 
in the sense of property, which was the point that I considered. 

Q. In what sense would you regard it as occupying a different posi- 
tion T — A. In the sense of being a public voice — a tribune of the people^ 
if you please. 

Q. To affect any public affairs and affect any business affairs f — A. 
Yes. 

Q. Therefore, is it not one of the governmental possibilities that a 
bosiness occupying such a position might be touched by the power of 
regulation which could not be extended to the ordinary business of the 
citizen f — ^A. Kot unless you change the Constitution. The Constitution 
guarantees the liberty of the press, and regulation is inconsistent with 
the liberty of the press. 

Senator Wilson. It is not inconsistent, however, to pass a law for 
the freedom of the press and the enforcement of that principle of th& 
Constitution, is itt 

The Witness. It requires no enforcement ; it belongs to the people. 
It is not a matter that concerns Congress at all. 

Senator Wilson. The Congress cannot abridge the freedom of the^ 
press, but it seems to me that there might be some regulation enacted 
by Congress which would make more effective the freedom of the presa 
than it would be without regulation. 

The Witness. I do not think that Congress could do what public 
sentiment now does. That controls the press and secures its freedom.. 

Senator Wilson. Then it would be entirely proper for Congress to 
make or not to make any regulations which should touch the circulation 
of the press of the country. 

The Witness. Congress may provide facilities through the mails lor 
the distribntion of newspapers. 

Senator Wilson. That is somewhat a regulation, then, of the methods 
and operations of the press ? 

The Witness. But not a regulation of the contents of a newspaper^ 
which the regulation of news would be. After you once get regulation, 
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Senator, you wHl then have censorship, and we will have Con p'ess es- 
tablishing a censorship. 

Senator Wilson. I do not think that follows as a necessity at all. 

The Witness. It follows as a logical result. 

Senator Wilson. No more than the exercise of any other power by 
Congress implies a wrong exercise. Any power that the Grovemment 
possesess may be used rightly or otherwise, and the powers of individu- 
als may be used rightly or otherwise ; but we are not to presume that 
they will be wrongly used. The question is, can they in any event and 
to any extent be used. If not used aright, of course the remedy is in 
the judicial department of the Government. But I am not, with my 
present impressions, prepared to admit that any business which so 
largely affects, or may affect public affiairs, or the general business of 
the people as the business we are talking about, stands upon the same 
basis or in the same relation toward Government and the people that 
the ordinary private business of our citizens occupies. 

The Witness. Do you mean to say. Senator, that it does not, in 
respect to the property rights involved f 

Senator Wilson. The use of property is involved in the proposition 
of property rights. You cannot separate the right of property from 
the use of property ; and yet because a man has an absolute and un- 
questioned title in property he cannot use it improperly, and if he does 
it is not only within the power, but it is the duty, of Government to 
prevent that; and so the Government does in all the relations of life. 
In regard to matters of property, a man may own beyond all question 
the title to a piece of property, but because he has the absolute prop- 
erty right in it — using that phrase in its ordinary acceptation — ^he has 
no right to so use that property in which he has this absolute right as 
to convert it into a nuisance. 

The Witness. I beg your pardon, but it seems to me you are con- 
founding the general laws of the National Government with the munici- 
pal laws. 

Senator Wilson, l^ot at all. 

The Witness. It certainly is not the province of Congress or of the 
Oeneral Government to interfere with those property rights which be- 
long exclusively to States or municipalities. 

Sen ator Wilson. The General Governmen t has the same power within 
its jurisdiction in all those regards that a State government has within 
its jurisdiction in those several respects. 

The Witness. Yes, but the Constitution sets forth and limits the 
jurisdiction of the General Government. I can find no warrant in the 
Constitution for drawing the conclusion you do from it. 

Senator Wilson. We may not agree about that, and doubtless we 
would not, but 1 wish to suggest and to enforce the idea that is in my 
mind — that there is a distinction between that kind of business which 
effects public affairs and the general interest of the people and that 
which merely afflects the private affairs oi the citizen. 

By Senator Jackson : 

Q. Your position is that it is the private business of certain private 
assoeiationu 9 — A. Yes. 

Q. Do you undertake, in the management of that business, to inter- 
fere with other papers who are not members of your association, in pro- 
ouring news from the same source and having it transmitted over the 
aame wires f — A. Not at all. 

Q. They are just as much at liberty to make contracts for the traoH- 
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mission of news as you are, are the^' T — ^A. Just the same. It is a mat- 
ter in which we have no voice. 

Q. As to new members coming in in particular localities, you simply 
wish toconsult theinterests of your different associates at those places t — 
A. Yes. 

By the Chairman : 

Q. Do you allow papers of your own assocations to obtain news 
through other press associations ? — A. There are certain rules govern- 
ing the Associated Press which all papers are required to observe. If 
any memT>er violates those rules it is my duty to call the attention of 
that member to such violation. Now, the value of the news to its own- 
ers consists in the control of it, and in the safeguards which may be 
thrown around it. If members of lihe Associated Press were permitted 
to have dealings with a rival association there would be no security for 
the news of the Associated Press. Hence, there are rules adopted cal- 
culated to prevent improper access to the news of the Associated 
Press. 

Q. You say "improper access;" my question was whether any of 
these papers could obtain the news it wants of other rival associations 
in part. I understand you to say substantially that your rule requires 
that they should obtain their news entirely through your own associa- 
tion f — ^A. And I gave the reason why. 

Q. You stated in answer to a question that Senator Wilson pro- 
pounded, that public sentiment controlled this business. There is noth- 
ing else that controls it, is there ? 

The Witness. Do you mean controlling the newspapers individu- 
ally ! 

The Chairman. No ; controlling the matter that shall be sent through 
the Associated Press f 

The Witness. A. Oh, no. 

Q. The news you should furnish! — A. Oh, no ; I said nothing of the 
kind. You are speaking of business control. 

The Chairman. I am speaking of the control of news matter that 
goes to the countrj-. 

The Witness. Will the chairman allow me to explain and make that 
clear to him f The power directing what shall be sent through the 
Associated Press rests in certain officers elected by the associates— per- 
sons in whom they have confidence. The managers respond to the 
wishes and opinions of the associates. Now, newspapers, as I said, are 
controlled by public sentiment; that public sentiment reaches the Asso- 
ciated Press through the associates, and in that way the Associated 
Press responds to public sentiment. 

The Chairman. Supposesomememberof the Associated Press should 
be very much dissatisfied with the character of the news that was sent, 
what power would he have to change it, or to influence in any way the 
character of the news which should be furnished by the Associated 
Press t He is not allowed to take his news from any other association ; 
he must either dissolve his connection with the Associated Press, as I 
understand it, or else take what they choose to send him. 

The Witness. If partners are unable to agree, they can separate* 
Each member of the Associated Press has this power of presenting his 
wishes to the board of management, in the election of which he has had 
voice. 

Q. I would like to ask you, as a matter of fact, how the news that is 
furnished, we will say, fix>m all points in the East, along the Atlantic 
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coast, is handled. Where does it go from to the Western Associated 
Press, for instance? 

The Witness. The Atlantic seaboard, is that the question t 

The Chairman. Yes. 

A. The news from the Atlantic seaboard is supplied generally by 
«ome one connected with the Associated Press newspapers in each local- 
ity. That is sent to the city of 'New York. Copies of it are fiiere sup- 
plied to the New York City papers, and it is there relayed, oi such i>or- 
tions of it as are considered desirable are relayed, as we c^all it — ^refiled 
you will understand better — for other points in the West and other sec- 
tions. 

Q. All the news that goes from the East to the Western Associated 
Press goes through one office, does it not? — A. No. 

Q. Where else? — A. Part of it goes from Washington. 

Q. Does not most of the Washington news to the Western Associated 
Press go through New York ? — A. It goes directly from Washington. 

Q. Does it all go directly from Washington? — A. All directly from 
Washington. 

Q. To the Western Associated Press ? — A. Yes ; less is sent West, of 
•course, on account of the greater scope of the country, and because the 
papers have less space to occupy, than is sent to New York, 

Q. News that goes Irom here is handled by one person, I suppose, is it 
not ? That is, one person decides what shall be sent to the Western 
Associated Press ? — A. Yes. 

Q. Be has absolute power to send anything he pleases? — ^A. Yes. 

Q. Or to suppress anything he pleases ? — A. Yes. 

Q. The same is true with all that goes from the New York office ? In 
other words, there is what you might call, in that respect, a thorough 
censorship of the news that is furnished to the country ? — A. No ; not 
in the sense that is usual of the word censorship. 

The Chairman. I do not use it in any offensive sense. 

The Witness. What is the meaning of the word censorship ? 

The Chairman. You can put your own construction on it. 

The Witness. The popular construction is that it is the exercise of 
power for the suppression of something. 

Q. It has the power of suppression, has it not ? — A. It has the power 
of suppression, it is true, but the sense in which it is accepted is offen- 
sive. 

Q. Does it not in fact suppress a great deal? — A. It does not, in the 
sense in which you ask the question. This is the method: It is edit- 
ing, if you please, just as a communication, or an editorial, or a local 
item is re-edited in every well managed newspaper office. This is re- 
edited to suit the wants of those who desire to use the report, under 
general rules. Therefore, if we send to New York 2,000 or 5,000 words 
of any single matter from Washington, we may send West but 1,000 
words. At the same time, however, it is substantially the same facts ; 
only put into fewer words. There is no suppression of fact, simply a 
suppression of verbiage. 

Q. The editor of the news, as you would call him, determines the 
-quality as well as the quantity of news, does he not ? Does he not ex- 
ercise complete control over the quality as well as the quantity ? — A. 
He has precisely the same power that an editor has. 

Q. In determining what shall go into his paper? — A. Certainly. 

Q. Therefore, the agent of the Associated Press really has the power 
to determine what shall go into every newspaper that belongs to the 
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assoclaiion, has he not? — A. Under certain general rules and general 
instructions, which he must adhere to. 

Q. Those instructions are given by the Associated Press f — A. They 
are given by the newspapers. 

Q. As a matter of fact, does the Western Union Telegraph Company 
exercise any influence at all with the Associated Press? — A. Not a 
particle. Not as much as the chairman of this committee. 

Q. Would the management of the Associated Press feel perfectly at 
liberty to send out news every day that would be materially damaging to 
the interests of the Western Union Telegraph Company ? — A. It sends 
whatever is news with regard to the Western Union Telegraph Com- 
pany just the same as it would in regard to any other corporation or any 
other business. 

Q. Does it ever send anything that is injurious to the Western Union 
Telegraph Company ? — A. It has done so repeatedly and constantly for 
year.s. 

The Chaibman. It is very difficult for those who read the papers to 
discover it. 

The Witness. Those who handle the news are the best witnesses of 
what is done as a matter of fact, not those who have suspicions. 

The Chairman. We had the president of the Western Union Tele- 
graph Company before us for several hours, and submitted some ques- 
tions to him. He made some admissions bearing on the subject which 
we have under investigation, which seemed to me to be important to the 
eountr>'. I will read the account which the Western Associated Press 
gave of his testimony : 

Washington, D. C, February *25. 

Dr. Norvin Green, president of the We8tern Union Telegraph Company, appeared 
this afternoon before the snbcoinniittee of the Senate Committee on Post-Ofiices and 
PoetrRoado. He gave the committee a large amount of information in detail respect- 
ing the namber of offices, instrameuts, miles of wire of the company, its expenses, &c. 
He had met with some difficulty in securing liberty to submit the Associated Press con- 
tract, but in view of the misrepresentation which has been made, the Associated Press 
bad given its consent. 

Which afterwards he refused to grant. 

No terms were granted to the Associated Press papers that wore not open to any 
other papers. 

That is all that was sent to the West in regard to Dr. Green's tes- 
timony. Is it a fair representation of Mr. Oreen's testimony f 

The WiTNBSS. I did not hear his testimony. I dare say it is a very 
trathftil representation of the point made by him. 

Q. Would not an ordinary reader of that dispatch infer that any 
uewspaper could obtain Associated Press news at the same rate that 
any other paper was getting it ? — A. I think not. 

The Chairman. He says : 

No terms were granted to the Associated Press papers that were not open to any 
other papers. 

The Witness. That is, any other paper not an Associated Press pa- 
per, certainly. Be does not mean to have you iui'er that news of the 
Associated Press can be obtained by any other paper. The distinction 
between news reports should be preserved. 

Q. Two or three days ago, in the House of Representatives, there was 
a speech made on the subject of a postal telegraph, which was regarded 
by some persons as a very able speech. I am told it was the main feat- 
ure of the session of the House that day. No mention whatever has 

2169 coNa 
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been made of it by the Associated Press. I have failed to find it in 
any of the papers which I have received. Do you think, if that speech 
*had been made in the interest of the Western Union Telegraph Com- 
pany no notice would have been taken of it t — A. It depends upon the 
character of the speech whether it is worth printing or not. Newspa- 
pers exercise the right of judgment in that regard. 

Q. Who determines whether matter is worth printing or not ! — ^A* 
The newspapers. 

The Ohaisman. Oh, no. 

The Witness. I beg your pardon. 

The Chairman. The person who makes up the dispatches for the 
newspapers. 

The Witness. You are simply assuming that none was furnished be- 
cause you do not find it in any paper you have received. 

Q. Do you believe that any was furnished f — A. I do not know ; I caa 
tell from examination. 

Q. Do you believe any was furnished f 

The Witness. I beg your pardon ; I do not like to answer a questioa 
twice when 1 have answered it in good faith. 

The Chairman. I merely ask your opinion in regard to that. 

The Witness. I have no opinion about it until I examine the record* 
I suppose I have seen the speech that the chairman refers to, and I 
must say that a greater amount of misinformation I have never seen 
put into the same space. No well-regulated newspaper would load 
down its columns with matter lacking freshness and originality simply 
because uttered by a man in public life. 

If there is anybody in Congress interested in having that published they 
have the press aud facilities for issuing it, but a newspaper is under 
no obligation to print it if it is not of interest, if it is not original, if it 
does not contain matter of public concernment. To attempt to coerce 
a newspaper or its representative to give it publicity is exercising cen- 
sorship, exercising power that is entirely unwarranted. 

The Chairman. When the president of the Western Union Telegraph 
Company appeared before this committee in the last days of January, 
at his own request, to make a statement in regard to the affairs of the 
Western Union Telegraph Company, newspapers in the most remote 
portions of the country were furnished with a half-column report of the 
statement madebyhimbeforethecommittee at that time; whilea speech 
on the same subject, but on the other side, made in the House of Kep- 
resentatives, is not even noticed. 

The Witness. If the person who made the speech in the House of 
Bepresentatives had sent copies of his speech to the newspapers and 
requested its publication, I dare say some papers would have published 
it as a mere personal compliment The matter that you refer to was 
doubtless supplied by the Western Union Telegraph Company to the 
newspapers, and they published it on the same principle — as a matter 
of personal compliment. 

The Chairman. Is that a fact f The Associated Press seem to think 
that it was fair and proper to give to the papers of the country a half 
column of the report of Mr. Green's statement here, but to make no 
notice whatever of the speech made in the House of Representatives. 

The Witness. I beg your pardon, the Associated Press did not send 
that report of Dr. Green's statement before this committee. 

The Chairman. I have found it in five or six different papers pub- 
lished in Colorado : papers that Dr. Green has never heard of. 

The Witness. Certainly j I just explained how that was done. 
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The Chairman. Aud they are all Associated Press papers. 

The Witness. Certaiuly. 

The Chairman. How did they obtain this report ? . 

The Witness. I have just explained that it was supplied by Dr. 
Green himself to the newspapers, and such of them as chose, published 
it as a personal compliment ; and I said also that if the gentleman who 
made the speech had taken the same pains, the papers would have done 
precisely the same thing. 

The Chairman. Do you mean to say that the report was not sent ta 
them by the Associated Press f 

The Witness. I mean to say that the machinery of the Western 
Union Telegraph Company extends all over the country, and a thou- 
sand things occur that Dr. Green does not know anythiug about, and 
yet an emanation from Dr. Green might be received and published.. 
The mere fact that he never heard the name of the newspaper would 
not preclude the sending of a report of his speech to that newspaper. 

The Chairman. Do I understand you to say that this report of Dr. 
Green's statement before this committee was not sent through the As- 
gociated Press ? 

The Witness. The Associated Press sent a small report of it. Mr. 
McKee, our Washiugton agent, is present, and he can testify how much 
be Kent out. 

The Chairman. When I find a dozen papers published in Colorado 
all having the same report, word for word, and published as part of 
their press news, have 1 not the right to infer that it went through 
the Associated Press ? 

The Witness. You might infer it. 

The Chairman, You think it did not ? 

The Witness. I think it did not. I think it was supplied by the 
Western Union Telegraph Company and is not charged up against the 
Associated Press. 1 shall take good pains to see that I do not pay the 
bill. I am advised by Mr. McKee that Mr. Anderson's speech was 
made at the close of a long day's session on the Kaval appropriation 
bill; that it was not the feature of the day; and this very pertinent 
commeut is furnished, which I shall indorse, that this argument on the 
postal telegraph bill was not fresh ; it had been forestalled by Senator 
ililPs own speech, of which we sent from Washington 1,500 words. 

The Chairman. 1 did not inteud to allude to that, but as you have 
referred to it, J will show what appeared in these same papers that 
I have mentioned, as publishing a half column of Dr. Green's speech. 
This is all I have found in regard to that si>eech in any of the Western 
papers, except as a special dispatch : 

** Senator Hill spoke on the postal telegraph bill." 

That was everything, I believe, that appeared in any Western paper, 
exce]>t what was i)aid for as special. 

The Witness. That was probably recondensed somewhere. 

The Chairman. Very much. 

The Witness. But the implication that there was any desire to dis- 
criminate between Dr. Gceen and Senator Hill I must repel. There was 
no such purpose. 

The Chairman. It has been forced upon my notice since this investi- 
pfation lias commenced, that whatever has been said before this commit- 
tee favorable to the W\»stern Union Telegraph Company lias been 
8ent out in the form that would be of the most beneiit to that company, 
while wliatever was brought out which would have a tendency to 
8. Kep. 577, pt. 2 I'O 
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create a sentiment in favor of a ])08tal telegraph has either been sup- 
pressed entirely or barely mentioned. Bub assuming that the associa- 
tion is willing to |»end and does send news on all subjects, und treats all 
parties alike, it has it in its power to suppress anything it does not 
want to send. 

The Wi TNfcSS. That is traversing the same ground that we went over 
some time ago. 

The Chairman. That is the main point in the issue. It is not so 
much a question of what it may do under a particular management, it 
may be in the hands of men who manage it wisely and impartially, but 
to-morrow it may be in the hands of |)ersons who would abuse it. 

Tbe Witness. It would require a tremendous revolution that would 
^•hange five hundred newspapers in twenty-lour hours, or twenty-four 
vears. 

The Chairman. It would only have to change the mind of one man, 
w) far as I can see. 

The Witness. I am reminded by Mr. McKee that we sent north, 
ea«t, west, and south much more of Mr. Hubbard's argument than we 
did of Dr. (Ireen's. 

The Chairman. It never reached the papers that I saw. 

The Witness. It reached all of the papers. The question of publi- 
cation rests with the papers themselves. 

The Chairman. There are thirteen pages of the Congressional Record 
giving the proceedings of the House on the day on which Mr. Anderson 
made his s|>eech, and nearly seven of them were devoted to Mr. Amler- 
son^s speech. 

The Witness. Mr. Chairman, was that a full House on that occasion f 
Was much interest manifested in the subject! 

The Chairman. I do not know whether the House was full or not<, 
but 1 know there was interest manifested in the speech. 

The Witness. It certainly is very extraordinary that the matter 
e8Cii]>ed the notice of all the s]>ecial correspondents here who rei)resent' 
every class of newspapers. They certainly did not regard the speech 
as a matter of any consequence. I am very sorry to have been coerced, 
into making unpleasant remarks about anybody in the city of W^ash- 
iugton, but the responsibility must rest with the chairman. 

The Chairman. And you are really of opinion that if a speech had 
been made of the same character as Mr. Anderson's, but on the other 
side of the questiou, the Associated Press would have treated it the same 
way and taken no notice of it f 

The Witness. They would undoubtedly have treated it precisely iu 
the same way. The Associated Press has no interest in this matter, as 
I stated before, and wfien I said that 1 was sincere. 

Senator Jackson. You can work just as well under a governmental 
system as under a private system, cim you notf 

The Witness. So far as the haudling of the wires is concerned, yes; 
it does not make any diflei*ence at all to us. 

The Chairman. We had a witness before us yesterday who said that 
they had been trying for some time to establish a paper at Marquette, 
Mich., and that he made arrangements with the Western Union Tele- 
graph Company to furnish news. Finally, before the engagement was 
completed, he was intbrmed by the agent of the Western Union Com- 
pany that he would have to make some arrangement with the Asso- 
ciated Press to furnish (he news. They had offered him a rate of 830 a 
week with the understanding that he was to take his news from the 
Associated Press; he iulbrmed them he did not want the Associated 
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Press news, that he wanted to take the news from the United Press* 
They then informed him that he conld have it for $105 a week. Hia 
dealings were entirely with the agent of the Western Union Telegraph 
Company. Is this a correct statement? 

The Witness. I know that it is not true, and I am very glad tha 
Senator has brought that up, because I read the extraordinary state- 
ment last night before going to bed. That newspaper proprietor last 
spring applied to me at Chicago for the Associated Press news report, 
and it was agreed that he should have it. He then went to the West- 
ern Union Telegraph Company to make arrangements for telegraph 
tolls. The telegraph company never undertook to sell him the news ; 
they had no right to do it. As I said, he first made his arrangement, 
orattempte<l to make his arrangement with me. He did make it, and 
for a very low rate. He was very anxious to get it; he wanted it ex- 
clusively, and he was obliged in every way possible. That arrangement, 
was for tbe delivery of three thousand five hundred words Associated 
Press reports from Milwaukee, as a droj) on a circuit, for the low price 
of $30 a week. 

Q. How could it be a drop ? It was far beyond the point where any 
other party was served? — A. That does not make any difference; they 
are called drops all the same. If tbere are ten places served, there 
would be only one transmission and nine drops. 

Q. Was there any other paper served between Milwaukee and Mar- 
quette,? — A. The first paper taking the report would pay the transmis- 
sion rate, and the others would pay the drops ; this being the last paper, 
would be counted a drop. 

Q. Is there any other paper between Milwaukee and the place- to 
which this news was to be sent? — A. Oshkosh. 

Q. Was it app ying for the privilege of being served? — A. That is 
one of the old points; it has been served for years. 

Q. In sending news from Milwaukee to Marquette, you call Mar- 
quette a drop? — A. Certainly; because it is part of a circuit; part of a 
news system; it is not an original service; it would only require one 
additional operator, and that would be at Marquette. The same oper- 
ator that would send to Oshkosh, Madison, and other points, would send 
also to Marquette by the same manipulation of the instrument, and the 
same wire would be used. Therefore it is a very cheap service. Subse- 
quently, he thought he would like to get a special report. After hear- 
ing that extraordinhry statement about the telegraph officials, 1 tele- 
graphed to know whether or not they had refused to transmit the Unitetl 
Press report, as was stated, and to know just the character of the serv- 
ice. I will take the privilege of reading the replies that have reached 
' me this morning. The first is from the general superintendent at 
Chicago: 

The Western Union Telegraph Company offered to drop the Western Asfociated 
Press report from Milwaukee to the Mining Journal at Marquette at $t>0 a wim k. 
TbtH report is, as you are aware, being transmitted to nearly all thi' prominent poiuiH 
in the northwest territory, and this service would be what is called a drop. Tho 
Mining Journal afterwards asked for a separate and distinct report to bo transmittiMl 
ftom uhicago to Marquette, under what is known as our ^^special" arrangement, an«l 
a rate was given that paper of $105 per week. As you are aware, this is u very low 
i^pecial rate, being about one- half cent per word for the amouut requested, thirty- tivo 
hundred words per day. The regular Associated Press reports are served at low- 
rates, as thq large oonibination of newspapers receiving thorn enables the tolegrap!! 
company' to transmit them with much less expense than special or separate report h. 
Tbere woa no disoriminatiou. 

R. C. CLOWBY, 

Gentral SuperiMtinidtnL 
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I also received this from the superiutendcnt of Press for the Western 
Union, Mr. Somerville, at New York : 

An I nDderatand it, the rate Clowry offered Swineford was for ** drop '* of Aaaociated 
PreM report which goes from Milwaukee. I was asked for a rate for transmission of 
thirty-five hundred words per day, special report from Chicago, and fixed the rate at 
half cent per word, although the regular special rate is three-quarters of a cent. The 
expense of handling speciau asked for was estimated by superintendent of that district 
at $30 to f35 per week. The United Press report doesn^t go beyond Chicago in direotion 
of Marquette. I telegraphed Clowry only yesterday asking him if we could afford to 
offer the paper lower rate. I did this at Fhilips's request, who was in to see me. 

SOMEEVILLE. 

I also received a second dispatch from him on the same subject, as- 
follows : 

You can see that service asked for at Marquette would require special wire from 
Chicago to Marquette and two operators at cost of at least f 15 per week at each place, 
while I suppose the regular service could have gone there w^hen it went to other places 
at expense of $15 per operator at Marquette. We are charging the Chicago papers- 
three-fourths of cent per word on specials from Marquette, while we offered to carry 
his at half cent, on account of a stipulated service. It's in order for the Chicago pa- 
pers to appear before committee with complaint now. 

SOMERVILLE. 

That is the truth of the matter, Mr. Chairman. 

The Chairman. It does not coincide with the testimony given by 
the witnesses, whom 1 believe to be intelligent and perfectly credible. 

The Witness. It is easy for the committee to summon these witnesses 
and call for the records, and test the question whether the truth lias 
been stated here or not. I stated the fact that the associate of the wit- 
ness who was on the stand yesterday applied to me early last year for 
this news, and it was offered to him at a very low rate. 

Q. As you have read this testimony, I will ask you whether you read 
that given by Mr. Brezee, of the Detroit Evening Journal f — A. 1 re- 
ferred to that ; yes ; and showed the falsity of it. Mr. Gruesel, of the 
Detroit Free Press, is present, and he will confirm what I stated as to 
the rate paid. 

Q. You stated as to the rate which the other papers paid f — ^A. Yes. 

The Chairman. Mr. Brezee did not make a statement as to what the 
other papers paid. 

The Witness. Shall I read the testimony that I have here f 

The Chairman. I have his testimony before me. 

The Witness. I made my statement on a transcript of short-hand 
notes. 

The Chairman. He says : 

If we got 11^000 words a day, that would be $110. If an Associated Press paper got 
that many words, they would be charged for about 10,000 words Associated Press re- 
port and about 1,000 words special. 

Then he goes on to show what that would cost. 

The Witness. How, does he know what it would cost? 

The Chairman. He claimed to know. 

The Witness. He does not know, and I showed to you that he does 
not know, and you have the contract before you to show that he does 
not. 

The Chairman. It has been stated several times before this com- 
Imittee that the rates to most of the newspapers in the country, in the 
larger places, amounted to 6 J cents per hundred words. Mr. Green, 
president of the Western tTnion Telegraph Company, made that state- 
ment her6. 

The Witness. That has grown out of a little pamphlet prepared by 



TESTIMONY OF WILLIAM HENitY SMITH. 309 

Mr. Somerville, of the Western Union, to show what an enormous 
amooDt of busiuess was done for the press. The misconception was due 
to a want of information as to the method of handling the news. Fop 
instance, in his statement he says that — 

The Western Union Telegraph Company delivered 605,474,452 words of regular As- 
sociated Press matter, at an average rate to each paper served of 7^ cents per hun- 
dred words, and delivered 55,726,478 words of special press matter to individual 
newspapers, at an average rate of 1.31 cents per word. 

That is the statement of Mr. Somerville, to which Mr. Green referred. 
The amount actually transmitted for the Associated Press was not over 
20,000,000 words, while this gives it as 605,474,452 words. That result 
is reached by multiplying: the amount of the matter by all the papers 
receiving it. That is absurd. If you send 16,000 words on a circuit, 
it is only 16,000 words. If you multiply it by the number of papers on 
the circuit that does not increase the number of words. 

Senator Jackson. That multiplication is made to bring down the 
average 1 

The Witness. That is what was done. The contract says that the 
rate was $2.50 per hundred words. 

The Chairman. This witness stated facts as to his inability to gat 
any telegra])hic news at less rate than he is paying, which is several 
times what it costs the other papers published in the same town. 

The Witness. I say that that is not tme, and I offer to prove it. 

The Chairman. How does he obtain the news messages*? 

The Witness. He was to pay, according to his statement, $110 a 
week, and I have just shown to you that the Free Press has paid $109 
a week for years. 

The Chairman. For the same number of words f 

The Witness. For the same amount of news. I cannot tell you 
about the number of words. I am telling you about the service as 
stated by him. 

The Chairman. He received nothing but special dispatches? 

The Witness. That may be. 

The Chairman. Can he receive any others. 

The Witness. He may or he may not get the United Press reports. 
I see tbat there is some reference to it in the testimony that I reviewed 
to-day. 

The Chairman. We have not had an opportunity to examine the con- 
tracts, and would like to do so before closing your testimony. I should 
like to have the members of the subcommittee present when the exami- 
nation is completed. Are your engagements such that you can be here 
on Monday next? 

The Witness. Ko, I must return to-morrow. I will come again, and 
if the chairman, after he has examined the contracts, thinks that ho 
wants further information 1 shall be very happy to place myself at his 
service. And I should like if the committee would send a subpoena to 
some of the gentlemen connected with the management, and who are 
proprietors ot Associated Press newspapers. Jt would seem from this 
extraordinary testimony that was obtained here yesterday, and to which 
i have referred in severe terms, that there has been au effort made, oil 
the part of somebody who is interested outside, to convey the impres- 
sion that there is an effort to be oppressive on the part of the Associated 
Press. I have spoken to that point to-day. I should be very glad if 
Richard Smith, of Cincinnati, who is one of the original members; Mr, 
Dana, of the New York Sun, who is in the manap^ement ; Mr. Whiteaw 
Reid, and Mr. David Stone of the New York As>ociated Press, should 
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be Humuioned. TheRe are gentlemen who have been connected with the 
business always, and whose testimony may be valuable to the commit- 
tee, I>erhaps quite as valuable as that of these outsiders. I would like 
to ask the chairman one question; whether or not the contract sub- 
mitted by Dr. Green is made a part of the record of this committee. 

The OiiAiR^iAX. Yes. 

The WiTNKss. Then I will withdraw my request of delay with regard 
to the contracts which are referred to in that general contract, and take 
the responsibility of saying to the committee that they are at liberty 
to make the same use of them as of the contract submitted by Dr. Green. 

The Chairman. Ciin you meet the committee at half past 4 o'clock to- 
day t 

The Witness. Certainly ; 1 will take pleasure in doing so. 

Thereupon the committee took a recess from 2 o'clock to 4.30 p. na.^ 
after which the examination of the witness was resumed, as follows : 

The Chairman. Will you state to the committee when the contract 
between the Western Union Telegraph Company and the New york 
Associated Press and Western Associated Press terminates. 

The Witness. Yon mean that contract you received from Dr. Greeu t 

The Chairman. Yes. 

The Witness. It terminates in 1893, ten years hence. 

The Chairman. This contract is made for ten years, but with the pro- 
vision that either party roa^^ terminate it at the close of any year by 
giving six months' notice f 

The Witness. Yes. 

The Chairman. The Western Union Telegraph Company, then, by 
giving you six months* notice, can terminate this contract at the end of 
any year t 

The Witness. Yes, any time after last January, by giving six months'^ 
notice. 

The Chairman. I understand you to say that the Associated Press 
do not defer at all to the wishes or opinion of the Western Union Tele- 
graph Company in regard to any matter that may be sent over the wires t 

1 he Witness. That is correct. 

Q. How many papers receive their news through the Associated 
Press t — A. I think about five hundred. 

Q. That is, that belong to the various local press associations whiclk 
jjet their news from the Associated Press t — A. Yes. Mr. McKce says 
be thinks there are nearer six hundred ; probably six hundred, then.. 
I have not counted them for several years. 

Q. A question arose this morning in regard to the distribution of 
telegraphic news in the State of Michigan. Do you know what papers 
belong to the local association there f 

The Witness. In the State of Michigan ! 

The Chairman. Yes. 

A. Yes; I can name them all, I think. 

Q. What is the title of their association t — A. They have but recently 
formed an organization, and that is merely for their own local conven- 
ience in the collection of local news. They have always been served 
by the Associated i *ress directly, without reference to any association r 
there is no contract with them as an association at all ; they are all served 
individually under the general understanding. There is no written 
contract with them in Michigan. 
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Q. Do you know how many papers imblished in Michigan receive 
Associated Press news! — A. Ten, I believe, is the number. 

Q. 1 take this State simply as an example. Can any other paper 
published in the State of Michigan get your news without the consent 
of those ten? — A. Certainly. We had agreed to furnish a report lo 
this paper at Marquette, and those other papers were not consulted in 
regard to that. 

Q. Can other papers get the news at the same rate that these ten 
I>ay 1 — A. Certainly 5 if they are on the same circuit, if the wires run so 
that they can be served. The difficulty on the peninsula is, that the 
wires that serve Saginaw, Bay City, and so forth, do not run to the pen- 
insula, but that part of the State is reached by wires through Wiscon- 
sin that were originally built up into that country by what was known 
as the Northwestern Telegraph Company, which was bought by the 
Western Union some two or three years ago. 

Q. Can the Detroit Evening Journal get reports-at the same rates as 
the morning papers f 

The WiTNKSS. That is in Detroit. 

The Chairman. My question applied to the whole State. 

The Witness. I think I said "You irean outside of Detroit?" And 
1 assumed that you assented to that. I was speaking of cities outside 
of Detroit. In the city of Detroit it is a different thing. The Evening 
Journal cannot get news there without the consent of the Free Press 
and the Post and Tribune; if they should object to taking in the Jour- 
nal as a partner, of course, that settles it. 

Q. Outside of the city of Detroit, then, in the State of Michigan, any 
Dewspaper can obtain your news at the same rate that is paid by the 
Associated Press papers ? — ^A. I do not mean to say that a newspaper 
at East Saginaw, for instance, would be given dispatches without the 
consent of those papers there; while there is no contract to that effect, 
it is a matter of justice to those papers that have spent a large amount 
of money in establishing themselves that they should be consulted. 
There are three papers there in a small city, which are quite enough 
lo supply every want of the community; but if some newspaper man 
were to come along and think that he was commissioned by the Almighty 
to run a paper, he would probably be required to consult with the other 
newspapers there ; that would be the same principle as applies to any 
other business. 

Q. The New York Associated Press is composed of seven papers f — 
A. Seven papers in New York. The other papers in New York obtain 
their rejiorts by agreement of these seven papers. The seven papers 
yon are familiar with, I ])resume.. 

The Chairman. I know them. Suppose one man should get control 
of the majority ot* stock in these seven papers, would he not have it in 
his power to control the news that is furnished to all the other papers 
published T 

The Witness. If he was the owner of the organization, it would be 
his property and he would have control. 

Q. Suppose that should happen, and that man should desire for any 
reason to affect the market, would he not have it in his power to do 
so t — ^A. Not through the Associated Press machinery ; no, sir. 

Q. He owns and controls it t — A. I beg your pardon ; he controls New 
York City ; be does not control outside. 

Q. Could he not influence the agent as to the new& sent to the coun- 
try t — A. No, sir. 

Q. Something was said about the agreement of the papers which get 
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tbeir uew8 tbrougk the Association not to publish any news obtained 
thix>ugh auy rival association. Has the Associated Press ever enforced 
tliiitriilef — A. Oh, yes. 

Q. Have they ever warned newspapers that they must confine them- 
selves entirely to news furnished by the AHsociaced Press ? — ^A. They 
have called the attention of newspapers to the rule. 

Q. Have they ever given them notice that they would be cut oflf if 
they (lid not comply with the rule f — A. No, sir. 

Q. Never! — A. No, sir; not within my knowledge. It is supposed 
to be sufficient to call the attention of an interested paper to the rule in 
its own interest. Sometimes, 3'ou know, newspapers change proprietors, 
and the new man may not understand his telegraphic interest — his own 
proprietary interest. He may not even know the value of his own prop- 
erty in that regard, but, after he studies it, doubtless will come to the 
conclusion that the rule is a very wise one. 

The Chairman. The agent of the Associated Press would probably 
know better than the proprietor of tbe uewspap^T. 

The Witness. No, sir; that is an unfair remark. That is determined 
by a board of directors of the association, who are newspaper proprie-. 
tors, and who are appointed for the specific purpose of protecting tbe 
interests of the association. It is not determined by any agent. 

Q. Then the board is supposed to know better than the proprietor of 
the paper himself! — A. The board is supposed to know what the history 
of the association is and what the rules are much belter than a persou 
who has not given any attention to it, who has not studied it. 

Q. Suppose some newspaiier proprietor, notwithstanding that was 
the opinion of the board, should come to the conclusion that he would 
like to have the news from some other association, and he was advise<l, 
as you suggest, that he could not do it, but should persist in doing it. — 
A. If that proprietor prefers some other news he has a perfect liberty 
to take it. 

Q. Would he be allowed to take your news and that of another asso- 
ciation also T — ^A. No, sir ; certainly not. 

Q. Suppose he should persist, \\hat would be done f — ^A. According 
to the rule he ought to be put out. A case of that kind has never oc- 
curred. There is hardly a comparison as to value between the authentic 
news of the Associated Press with that which is prepared for the mere 
entertainment of the masses of the people. That lacks that quality of 
authenticity that is essential to newspapers. The United Press,, to 
which you refer, has frequently sent copies of its news to members of 
the Associated Press without charge, desiring them to publish for a 
week and see how^ they liked it. They have done so and been allowed 
to do so. They have even paid for it, and been allowed to pay for it. 
But I have never seen one yet who thought the report was worth the 
money. 

Q. You have never heard of a case where ihey desisted from publish- 
ing such matter because they knew that they could not remain in the 
association unless they did desist? — A. The law is very clear. Thei^e 
is hardly an intelligent gentleman engaged in the newspaper business 
in the Associated Press who would not see the utter folly of conduct- 
ing business in that way, and desist from it voluntarily. 

Q. What objection have you to allowing the proprietor of a newspa- 
per to publish news from other associations! — A. The objection to tliat 
is that it brings about opportunities for thesurre]>titiousobtainmentof 
news by persons not entitled to it, and the value of the news, of course, 
is largely impaired by that opportunity*. For instance, suppose a paper 
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in Philadelphia gave such opportuuity to a representative of the United 
Press, who obtains the news from slips, or in any other way, from em- 
ployes of that paper, and should telegraph that east to Boston, as has 
been done, or west to Chicago, as has been done, that would be an in- 
justice to other partners in the association, or, rather, to other asso- 
ciates, which is the better term. It is hardly honest for one partner to 
work an injury to another partner, simply because he happens to be in 
another city. 

The Chairman. I have assumed that the proprietor of a certain 
newspaper received Associated Press news, paying theregular price for 
it, and my question is, what objection is there k) allowing him to buy 
additional news Irom some other association ? 

The Witness. I have stated the strongest objection. The strongest 
objection is that it brings about opportunities for the stealing of Asso- 
ciated Press news. 

The Chaibman. I do not see how it produces that result. 

The Witness. If you were familiar with the working of it you would 
see. Hence safeguards are thrown around, and one of tbem is this 
rule I speak of, which is a simple matter of business, in which the own- 
ers of the property are interested- and which they have unanimously 
adopted. 

Q. Why would the proprietor of a newspaper who gets his news from 
your association in the regular way be any more likely to do anything 
in any way to your detriment if he received news also from another as- 
sociation ! — ^A. I do not say that the proprietor would, but I said the 
employes might. 

Q. How would the employes have any opportunity which they would 
not have in case they did not take the news from some other source? — 
A. If you understood how the business is handled you would see Low 
au outside person having access constantly to the editorial rooms would 
l3e able to get hold of this news. It is i>erfectly practicable, but it wo4»ld 
be understood, of course, only by jjrofessional men. 

The Chaibman. Assume now, that any newspaper proprietor is a 
uiember of a press association and is entitled to the news from the As- 
sociated Press, and receives it and pays the regular rates for it, he de- 
sires to supplement; that by news from some other association ; you 
have said that it would be contrary to the rule to allow him to get liis 
news from a rival association, and I have asked you why you would 
refuse to allow him that privilege. 

The Witness. I have stated one reason, and another reason is this: 
if you use your money to build up an opposition association you are 
injuring your own property; that is a plain business proposition 

The Chairman. The objection then is to the publication of two dif- 
ferent reports in the same paper ? 

The Witness. No, sir; that is not the only way. If you assist to 
build up an opposition paper in another city where there is an associate, 
to the injury of the associate, that is acting in bad faith, and there is 
iio business in the world that could be conducted on any such principle. 
1 am sure you would not with any person with whom you might bo as- 
sociated. 

The Chairman. You made a remark this morning that in certain 
I)lace8 where they might desire to start another paper and were unable 
to get into the association, and for that reason unable to obtain the As- 
sociated Press news, the Associated Press was right, because there were 
sufficient papers published already ibr the needs of the place. 1 would 
like to know how far tiie Associated Press exercises a discretion in re- 
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gard to such matterSj'or proposes to determine for the people how many 
papers oaght to be published in a certain place. 

The Witness. That would require taking up each place in detail. 
The general principle is enough. 

The Chairman. You might say it was not for the interest of a certain 
place that any more newspapers should be published. 

The Witness. Not any more than they can sustain and pay their ex-* 
penses. I instanced Denver, which has four newspapers. If there h 
any good ground for a fifth 1 do not know it. I doubt if the citizens 
of Denver think there is. If they do, we have not heard of it. Very 
likely some printer or some politician thinks there ought to be a news- 
paper for a special purpose, but I doubt if the public interests demand 
anything of the kind. 

Q. You would say in such a case as that "W^e do not think you need 
another paper, and therefore we won't give you the news." — A. Yes; I 
think that would be a sound answer. 

Q. It has been brought out sufficiently clearly that no newspaper in 
a place where there is an Associated Press paper published can be 
started with the privilege of obtaining news from the Associated Press, 
without the consent of the Associated Press paper. — A. I think that is 
a sound business proposition. There may be exceptions ; there have 
been exceptions; there may be again; but as a general rule, that is a 
pretty sound one in business. 

Q. Can any rival press association exist or succeed without using the 
W^estern Union Company's lines? — A. Why, yes. The United Press 
has a very excellent service by the Baltimore and Ohio to a good many 
jioints. The wires are good and the service is good. They have leased 
a wire, and there is no limit to the amount of news that they may get 
over that wire. 

Q. Suppose the Baltimore and Ohio Company should consolidate with 
the Western Union, where would the new organization then be! — A. 
They would be just where they are now; they would have the same fa- 
cilities and the same rates. Their contract for wires would continue. 

Q. It would be optional with the telegraph company whether it would 
or not, would it not I — A. Not at all. The telegraph company has never 
taken that advantage. There have been two consolidations tliat you 
know of, and the opposition press has always been taken care of. Now 
that you refer to that I will mention a discrimination against the Asso- 
ciated Press made within a few months by the Western Union Tele- 
graph Company. That company has leased a wire to a newspaper pub- 
lished at Nashville, for $5,000 a year, which enables that newspaper to 
get the United Press report and'any amount of special news for the sum 
of $5,000, the wire running from Louisville, where the Baltimore and 
Ohio wires come, down to Nashville. Now we pay for the Nashville 
American there $7,000. There is a discrimination of $2,000 against us. 

Q. Who pays the $5,000? — ^A. It is paid by this new newspaper. 

Q. Paid by a single paper *? — A, By a single paper to the Western 
Union Telegraph Company for the lease of a wire, while the paper that 
has no leased wire, but is served by the Associated Press, pays $7,000. 
That comes within the contract of the Western Union Telegraph Com- 
pany. That shows that the Western Union does not always help the 
Associated Press. 

Q. Do you think any other press association could now start business 
and succeed by the use of the Western Union Company's lines f — A. 
Yes ; that proposition was made by a gentleman in New York within 
two months, and he consulted me about it. 
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Q. I \rould like to know how it could be done. As an example, take 
the city of Chicago j how many papers are published there that get the 
Associated Press news ! — ^A. Six papers. 

Q. Could any person afford to publish a paper there and pay for its^ 
news six times as much as each of those papers pays? — ^A. Probably not^ 

Q. But a new press association, if they had one paper in Chicago, 
would have to charge six times as much for the news as each of six 
papers pays ? — A. If they got the same service, certainly ; that would 
be right. The telegraph company should not discriminate. 

Q. Does not that principle exclude practically anj ' association from 
Aoing into the business on a suffici<»nt scale to make it successful f — A^ 
The same rule obtains there as in all other business ; it is a question of 
capital. If six partners choose to divide a business among themselves^ 
they have a right to do it ; of course they share the cost. 

The Chairman. Assuming that that is right, how can any new asso- 
ciation, relying upon the use of the Western Union wires and paying 
the same rate as the Associated Press, make their business successful f 

The Witness. By doing a distinct kind of business. This gentleman 
felt certain that he could build up a very handsome business, and I have 
no doubt of it. 

Q. What particular kind of business was it *? — A. Press business. 

Q. To furnish the news generally ? — A. Yes ; but to furnish it in a 
different form, omitting somewhat of what is called the routine, which 
the Associated Press finds it necessary to transmit in the interest of the 
commercial communities. That is an extensive business. 

Q. You mean to say by that that you furnish a great deal more news- 
than is necessary for some purposes, and that another association couid 
do a better business by furnishing a great deal less If — A. A great deal 
more than would be necessary to a different kind of paper. We have 
established a certain business, and papers have been established by 
means of the Associated Press furnishing important market reports and 
other commercial news. The Associated Press pays a good deal of at- 
tention to that class of news for papers in cities like Cincinnati and 
Chicago. 

Q. You give that class of news because people want it ? — A. Cer- 
tainly, in response to a public demand. There are other people who do 
not care for that class of news and are ready to take a paper that con- 
tains none of it. You will fiud that class in every large city. 

Q. Suppose some person should wish to estabhsh a newspaper in 
Chicago, and should want to supply his patrons with the same kind of 
news that is furnished to the other six papers, is there any way in which 
he can do it ? — A. By having plenty of money he can do it. 

Q. That is, he would have to pay six times as much as each of the 
other papers? — A. He would have to pay the same rate precisely for 
the same service as the other papers pay jointly. If he got 10,000 words- 
and the other papers got 10,000 words he would pay for his 10,000 pre- 
cisely the same as the other papers would pay. 

The Chairman. It would not be a very remunerative business to pub- 
lish a new newspaper in Chicago which could not get its telegraphic 
news from the Associated Press. 

The Witness. Is there any great outcry for another paper in Chi- 
cago! 

The Chairman. I am not interested in that question ; I am not in- 
quiring into that ; I am inquiring only into the facilities for obtaining 
telegraphic news. 
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The Witness. Yoa are putting up a man of s.traw aud asking mo to 
knock him down. 

The CiiAiuMAN. I am asking you about the facilities for obtaining 
telejrrai>hic news. 

The Witness. I do not see that this is a matter that concerns the 
public, or the representatives of the people; it is a matter that regu- 
lates itself. 

The Chairman. Practically^ it regulates itself by limiting all tele- 
graphic news to one source. 

The Witness. Not at all. 

The Chairman. Is not that the practical result of it? 

The Witness. We have seen, how a ])aper was built up in Boston 
successfully, without Associated Press news. I refer to the Boston 
Globe. It must have had some capital and some brains, or it would not 
have su(!ceeded. 

The Chairman. Did not its news cost a great deal more than the 
other pa])ers in Boston paid f 

The Witness. It probably did for a time, but does not now. They 
have a leased wire, and get everything at a very low rate. As far as 
New York news is concerned, and news from Washington and other 
places, they get it about as cheap as the Associated Presn papers there. 
They are served b^' the United Press, which furnishes a very good report 
of Washington news. 

Q. Mr. Phillips, manager of the United Press, stated before the com- 
mit tee that it would be impossible for his organization to exist without 
the aid and use of the opposition lines; he is substantial!}' right in that, 
is he not! — A. No, sir; his papers were doing just as well before when 
they were served bj^ the Western Union. 

Q. Htis he as many papers as the Associated Press i — A. Oh, no; 
there are a good many verj' small papers served by that association 
and there are a few large and substantial papers. 

Q. The rates must be very much higher to those papers, are thoy 
not ? — A. 1 do not think they pay any more. They are saved a very 
large amotint, so far as the collection of news is concerned; there is 
very little expense for that. You must recollect that the Associated 
Press covers the face of the world. It pays very high rates. 



APPENDIX. 

COHTRACT BETWEEN THE WESTERN UNION TELEOB APH COMPANY 

AND THE ASSOCIATED PEESS. 

Entered into December 22, 1882. 

(Copy fainishecl by Norvin Green, President of the Western Union Telegraph Company. See page 2 

of bis testimony. ] 

This agreement, made and entered into this twenty-second day of December, 1882^ 
by and between the Western Union Telegraph Company, a corporation duly incorpo- 
rated under the laws of the State of New York, party of the first part, hereinafter desig- 
nated as the Telegraph Company, and Charles A. Dana, Whitelaw Reid, and James 
Gordon Bennett, representing the New York Associated Press, and Richard Smith and 
Walter N. Halderaan, representing the Western Associated Press, parties of the sec- 
ond part, hereinafter designated as the Press Associations, witnesseth : 

That whereas the Press Associations are engaged in the business of collecting and 
selling to newspapers, for publication, commercial news and other reports of a general 
and miscellaneous character, and the Telegraph Company is engaged, among other 
things, in the business of reporting, supplying and selling financial and commercial 
news, market and other reports, aud quotations of a miscellaneous character to indi- 
viduals, clubs, boards of trade, exchanges, and other organizations, for their own use 
and the use of their members, but not for newspaper publication : 

Now, therefore, the parties hereto have for their own mutual benefit and conven- 
ience agreed upon this contract, which shall be obligatory upon the party of the first 
part, the Western Union Telegraph Company, its successors and assigns, and the party 
of the second part, the New York Associated Press and the Western Associated Press, 
jointly aud severally represented by the parties aforesaid. 

First. The Telegraph Company agrees to transmit over its lines, in the order in which 
they and the other messsagos delivered to said company may be received, all messages 
which the Press Associations, their agents, and employes may file with the Telegraph 
Company for transmission ; and if the Telegi*aph Company shall be unable, from any 
cause, to send such messages over its own lines, then the Press Associations shall be at 
liberty to send such messages over any other available line, so long as such inability 
of the Telegraph Company exists. 

Second. The Telegraph Company further agrees that it will not, during the period 
of time hereinafter fixed for the duration of this contract, sell, give away, or bulletin 
news, nor become i)ecuniarily iuterested or knowingly permit any of its employes to 
be employed by, or in any way to be interested in, any association or arrangement, 
formed for the purpose of competing, or which may compete, with the Press Associa- 
tions in their arrangements for the reporting and sale of foreign and domestic news, 
but nothing in this stipulation shall be construed to interfere with the collection and 
sale of commercial and financial news by the gold and stock department of the Tele- 
graph Company; or with the reporting of disasters or events of great public interest 
from points where the Press Associations may have no reporter. Such reports, how- 
«*ver. shall not be bulletined, but shall be sold to the Press A-^sociatious orto some mem- 
ber thereof. The Telegraph Company shall have the X)rivilege of collecting and sell- 
ing such sporting news, election news, and marine news, as it now collects, and which 
the Press Associations do not gather, and which renorts the Press Associations or mem- 
bers thereof shall have the right to purchase of the Telegraph Company. 

Third. The Telegraph Company further agrees that it will not permit its employes to 
act as agents or representatives of any news association or other organization in com- 

an 
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petition with the Press ABSociatious, either for the collection of money or for any- 
other udniioistrative business. 

Fourth. The Press AssociationSf in consideration of the rates hereinafter ijrran ted, for 
themselves and all their customers, hereby agree to employ exclusively, during the 
time iixed for the duration of this contract, the Telegraph Company to transmit to and 
from all offices or stations between which the telegraph lines now or hereafter to be 
owned or controlled by it may extend, all news reports and all telegraphic messages 
which may relate to the news or business and affairs of the Press Associations, and 
under no pretext whatever to divert therefrom such news reports and messages or the 
matter therein contained, or permit the same to be so diverted, except in case of the 
Telegraph Compauj's inability to transmit the same. 

Filth. The Telegraph Company agrees to charge, and the Press Associations agree to 
pay, during the continuance of this agreement, the following rates of toll on news 
reports to be transmitted by the Telegraph Comjiany for the Press Associations, to 
wit r 

First class. All matter filed between the hours of 6 a. m. and 6 p. m., local time, 
liaving but one address, and directed by any agent of either of the associations rep- 
resented by the parties of the second part, to any other one agent of said associations, 
shall bo charged at two-thirds of the commercial day rat-e between such points. No 
message shall be rated as containing less than ten (10) words. 

Second class. All matter filed between the hours of 6 \). m and 6 a. m., local time, 
having but one address, and directed by any agent of either of the associations rep- 
resented by the parties of the second part, to any other one agent of said associations, 
shall bo charged at one-third of tbe commercial day rate between such points, th«i 
minimum charges not to be less than one-half of one cent per word. No message shall 
bo rated as containing less than ten (10) words. 

Third class. For all messages outward from New York or any distributing agency 
of the Press Associations for the first 300 miles or less, on a circuit, one-half (^) of one 
cent per word, between 6 a. m. and 6 p. m., and one-quarter (i) of one cent per wonl 
l)etween C p. m. and 6 a. m., and for each drop on the circuit, in addition to the price 
of transmission, one-eighth (^) of one cent per word ; and for any distance over ZiOO 
miles, one-sixteenth {^(^) of one cent per word for each additional 100 miles or frac- 
tion thereof for the transmission, and one-eighth of a cent for each drop. 

Each newspaper belonging to the Press Associations or a customer of said press asso- 
•ciations shall have the right to send specials for publication in one paper only be- 
tween 6 a. m. and 6 p. m. at one-half (^),and between G p. m. and 6 a. m. at one-fourth 
(i) of the Telegraph Company's day rates on commercial messages, provided that such 
newspaper shall fuliill the conditions of this agreement by giving all its business to 
the Telegraph Company ; and in case any paper shall not accept these conditions the 
Telegraph Company shall have the right to charge such paper for specials as it^ 
may deem proper, not exceeding i*egular commercial rates. The Telegraph Company 
uudert.ikes to transmit all news reports and messages to the satisfaction of the press 
associations ; bur- to further show its good-will and desire to servo the newspaper 
press, offers, for the benefit of tbe New York Associated Press, the following aUerna- 
tive proposition: 

The Telegraph Company further agrees to lease for the use of the parties of the8<»o- 
oud part, tor the sum of fifteen thousand dollars ($15,000) pet annum, to be paid in 
equal monthly installments, a wire from Chicago to New York, wirh stations at Cin- 
•cinnati and Pittsburgh (that at Pittsburgh to be operated by the Telegraph Company), 
the said wire to be used from five o'clock p. m. until •* good-night " is received lor the 
morning papers, under such general conditions as now govern the use of the leased 
wire from Washington to New York. 

The Telegraph Company further agrees to furnish, during the sessions of the legiiila- 
ture, for the use of the parties of the second part in the transmission of their news 
business only, a special telegraph wire between New York City and Albany, the par- 
ties of the second part agreeing to pay to the Telegraph Company its regular press 
rates for all matter transmitted over said wire, and the salaries of the operators en- 
gaged in working the same. The parties of the second part agree to famish correct 
statements of all matter sent over said wire, aod the Telegraph Company shall have 
access to said wire at all times. 

Sixth. The Telegraph Company fnther agrees that it will not offer to any associa- 
tion, person, or organization gathering and selling news in competition with the Press 
Aissociations, any more favorable rates than those hereinbefore stipulated in this 
oon tract, nor transact business for such competitor under more favorable conditions 
than are herein provided for said Press Associations ; provided that nothing herptu 
contained shall prohibit the Western Union Telegraph Company fi*om making special 
rates to members of tbe Press Associations on dispatches to be used exclnsively in 
individual papers, llie Telegraph Company also agrees that in cape it shall serve 
any other associations dning nusiness in competition with the press assuciationB or 
members thereof, parties hereto, at rates lower than those herein provided, the Preea 
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AssociatioDS sball be eatitled to the same redaction ; and the Telegraph CompaDy 
will give to the Press AssociatioDS or their agents at points where such agents may 
be located, facilities equal to the facilities given other customers of the Telegraph 
Company for ascertaining any changes in its commercial tariff rates, or in the rates 
given under any special contracts with other news associations. 

Seventh. The Press Associations will during the continuance of this contract de- 
liver to the Telegraph Company a copy of all such news reports and market quotations 
as have heretofore been furnished to the Gold and Stock Telegraph Company, or 
"wbich the Press Associations may be possessed of in the city of New York, for tho 
Fame uses and purposes for which such news reports and quotations have heretoloro 
"been furnished, for which the Telegraph Cc mpany agrees to pay the Press Associations 
the sum of twenty four thousand dollais per annum, to be paid in monthly install- 
ments of two thousand di'llarst'jich, and the Telegraph Company hereby agrees to con- 
tinue to receive and pay for such news rf ports and marker, quotations on the t^rms 
herein stipulated, the Press Associations agreeing not to furnish any such commercial 
news, reports, or market quotations, to any other party, parties, or association except 
for newspaper publication. It is understood and agreed that, should the cable rates 
ou such news reports and market quotations be reduced, the aforementioned charge to 
Ihe Telegraph Company of twenty-four thousand dollars per annum therefor shall bo 
proportionately reduced. 

Eighth. And the Telegraph Company further agrees that the sum charged each 
paper in the Siate of Texas, and each paper receiviug associated press report in the 
State of Colorado and the Territory of New Mexico, for the month of November, lb82, 
(shall continue to be ihe rate for such lervice, and that for a like or less service at 
other points in such States and Territories the division of the receipts shall be in the 
proportion of four-fifths (|) for telegraph tolls and one-fifth (^) for use of the news. 

Ninth. And the Telegraph Company further agrees to transmit a news report from 
Chicago, Kansas City, Omaha, or Denver to San Francisco for the use of the papers of 
that city at present receiving news through the agency of the Press Associations, and 
for UKe by an ag|^nt or agents of the joint committee in supplying all other cities of 
the States and Territories of the Pacific slope with news reports at the rates specified 
in u schedule hereunto annexed and marked Exhibit A. 

On all reports sold by the Telegraph Company with the consent of the Western 
Associated Press at interior points, as a^ present, twenty per cent, of receipts shall be 
Xiai<l to the said association. 

Tenth. This contract shall continue in force for the term of ten (10) years from the 
first (Ist) day of January, 1883; provided, however, that after the expiration of the 
first year either party hereto may terminate this agreement at the close of any suc- 
ceeding year, after having given at least six (6) months' written notice of an inten- 
tion so to do. 

Eleventh. A violation by one party of the stipulations of this agreement shall not 
be claimed or taken by the other party as a cause for the rescission thereof. The Tel- 
egraph Company .hereby reserves to itself the right to fulfill its obligations to the New 
England, New York State, Northwestern, Kansas Missouri, and Trans-Mississippi 
Press Associations ; the Call, Union, and Bulletin Companies, and Charles Do Young 
&, Co., of San Francisco, under existing contracts ; and to modify, renew, and extend 
aach contracts; provided that no more favorable terms or conditions shall be givea 
by the Telegraph Company to any Press Association, after the expiration of tho Tele- 
graph Company's existing contracts, than are herein provided to be given by the Tele- 
graph Company to the Press Associations, except With their consent, or unless a like 
rmte be given to the associations represented by the parties of the second part. 

Twelfth., Nothing in the stipulations above set forth shall be construed to alter or 
amend the original and supplementary contracts entered into between the Western 
Union Telegraph Company and the Western Associated Press, dated Januaiy 11, 1867, 
March 1, 1{%8, June 7, 1871, and September 21, 1H78, respectively, and now iu force. 

Thirteenth. No action at law shall be instituted by either party to recover damages 
for any violation of this agreement; but tho questions of such violation, aud of the 
damages resulting therefrom, shall be submitted to the arbitrament of three arbttra- 
tom, one to be chosen by each party, and the third by the two so chosen, and tbeir 
deoiaion and award, or that of a majority of them, shall be final, and may be entered 
ttod enforced as a Judgment of a court having Jurisdiction of the part ies and of the 
subject-matter, wherever there is a statute law authorizing such entry and enforce- 
ment of such award. 

In consideration whereof the said Western Union Telegraph Company has caused 
duplicates hereof to be sealed with its seal and to be signed by its jiroper offlcerx, 
they being thereunto empowered by a resolution of said company, duly passed, aixl 
the joint committee aforesaid, representing the New York Associated Press and tho 
Western Aasociated Press, they being thereunto empowered by resolutions of said 
Press Associations, dnly passed, have severally signed and sealed the same duplicates^ 
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and tbe said duplicates are interchaogeably delivered at the city of New York on the 
day and year first above written. 
[seal.] The Western Uniok Telegraph Company, 

By JOHN VAN HORNE, 

Vice^Presiden f . 



A. R. Brewer, 

Seeretaiy, 



The New York Associated Press, 
By CHAS. A. DANA, 
WHITELAW REID, 

Joint Committee. 

The Western Associated Press, 
By RICHARD SMITH. 
W. N. HALDEMAN, 

Joint Committee, 



Exhibit A. 

Schedule of rates to be charged by the Western Union Telegraph Company under 
the foregoing agreement of December 22nd, 1882: 

To San Francisco, for messages sent between 6 a. m. and 6 p. m. ontward iix>m Chi- 
cago, one and thirteen-sixteenths cents (Hi) per word; from New York City two and 
tbroe-eighths cents (2|) jHjrword. 

To San Francisco, for messages sent between 6 p. m. and 6 a. m. outward from Chi- 
cago, one and nine-sixteenths (l-j^^) cents per word ; from New York City, two and one- 
ei^jhth (2^) cents per word. 

For dropping said matter at points intermediate between San Francisco and Omaha, 
Nebr., one-eighth (i) of one cent per word. 

For me&sages outward from San Franciscdto other points in the States and Terri- 
tories of the Pacific coast, for the first three hundred (!K)0) miles or less, on a circuit, 
one-half (|) of one cent per word between 6 a. m. and 6 i>. ni., and one-quarter (i) of 
one cent i>er word between 6 p. m. and 6 a. m., and for each drop on the circuit in 
addition to the price of transmission, one-eighth {\) of one cent per word, and for any 
distance over three hundred miles one-sixteenth {^) of one cent per word for each 
additional one hundred miles or iraction thereof for the transmission, and one-eiglith 
{\) of one cent for each drop. 



I have compared the foregoing contract with the original contract on tile in this 
office, and certify that the foregoing is a true and correct copy. 
[seal.] a. R. brewer, 

Secretary Wtatem Union Telegraph Company, 



CONTRACT BETWEEN THE WESTERN UNION TELEGRAPH COM- 
PANY AND THE WESTERN ASSOCIATED PRESS. 

Entered into January 11, 1867. 

[Copy famished by Wm. Henry Smith, General Manager of the Associatod Press.] 

Memorandum of agreement made this eleventhday of January, A. D. eighteen hundred 
and sixty-seven, between the Western Union Telegraph Company and the Western 
Associated Press. 

The Telegraph Company a^ree to transmit for said Associated Press, daily (except 
Sundays), when its lines are in working oider, a moruing report of live hundred (500) 
words, and a noon report of three hundred (300) wordvS, both from the city of Buffalo, 
and a night report of three thousand five hundred (:>,5«0) words from New York to 
the following pliices, viz: Pittsburg, Cincinnati, ludiauapolis, Louisville, St. Louis, 
Chicago, Detroit, Toledo, Cleveland, and Milwaukee; also from Cleveland fifteen 
hundred (1,500) words (being a part of above reports) to each of the folio wiug places, viz: 
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Wheeling, Zanesville, Colambas, Dayton, Madison, Ind., New Albanv, and Sandnsky. 
Also repoiis of local news from one or more of the above-named Western cities, 
amoanting in the aggregate to two thousand (*2,000) words, all of which, except what 
is known as ** River News," to be transmitted to each of the class of Western cities • 
fimt named, and the river news to Pittsburgh, Cincinnati, Louisville, and St. Louis - 
only. 

The Western Associated Press agree to pay the treasurer of said Telegraph Company 
for the above services sixty thousand dollars per year, in equal monthly installments- 
of five thousand dollars each, from and after the first day of January, 1867. 

If more than an aggregate of six thousand (6,000) words per day is transmittedr 
averaged at the end of each month (excluding Sundays), the excess is to be paid for 
at the same rate as above, and if the noon report from Buffalo exceeds three hundred 
(300) words per day, the excess is to be paid for at regular press rates. 

CO 

So 

And said Associated Press agrees that during the continuance of this agreement 
they and their agents, and all parties furnished by them with news for publica- 
'^ I tion, and the agents of such parties, shall employ the said Telegraph Company 
^ ^ exclusively to transmit to and from all places reached by its lines, all teleeraphio 
messages relating to the news or newspapers business, and that they will not in 
any way encourage or support any opposition or competing telegraph company. 

» 

And said Associated Press a^ree that they and their agents and employ^, and all 
parties furnished by them with news for publication, and their agents and employ^, 
will not at any time sell or in any way dispose of, lor private use or otherwise, any 
commercial news or market reports or quotations, or use the same in any manner ex- 
cept for publication in their newspapers. 

And the Telegraph Company agrees that it will not sell or be interested in selling 
for private use witnin the territory of said Associated Press any news except strictly 
commercial news or market reports and quotations, and agrees to confine its business 
strictly to such reports and quotations within said territory. 

And the Telegraph Company will not transmit news to or for any rival news associa- 
tion ,on more favorable terms than above stated, and will Tot send said Associated 
Press news report to any other place than above stated within the territory of said 
Western Associated Press without their consent. 

And said Associated Press agree that they will not at any time impose any restric- 
tions on their members or on any other party to whom they furnish news for publica- 
tion in regard to special news reports, and that each shall be at liberty to procure any 
such special reports free from any control of said Associated Press. 

■ 

* After the testimony of Mr. Smith had been conclnded before the committee he was requested to 
famish evidence of the abrogation of the parafcraph designated by him on the margin of the contract 
of 1867 as having been abrogated by the contractmg parties, and he presented the following note hi 
reapoDse to said request : 

NoTB BY Wm. Hsnbt SiOTH, Gbnbral Makagkr of the Associated Pbbss. 

The above olanse was abrogated in 1873 at a Joint meeting of the ezecntive committee of the Western 
Associated Press and the president and general superintendent of the Western Union Telegraph Com- 
pany, in the city of Chicago. Present. Kiohard Smith, Horace White, and Wm. Henry Smith, repre- 
■enting the Associated Press; and William Orton and Gen. Anson Stager, representing Ihe Western 
UnionTelegraph Company. The proposition was made by Mr. Orton, and accepted by Mr. Bichard 
Smith and Mr. white. Since the above testimony was taken I have received fiom one of the gentle- 
men named the following telegram, which I beg leave to make a part of this note. It is as follows : 

Wx. H. Shitb : CiNcnrMATi, Ohio, March 17. 

Tbe exclusive clause in contract of 1867 never was enforced, and it was subsequently abrogated by 
nntnal consent. The present contract leaves every member of the association free to use any Itaie he 
chooses lor special dispatches, but by giving all business to one line he can secure better rates. But 
tbe same offer is open to all, whether members of the Associated Press or not. The Baltimore and 
Ohio offered lower rates than could be obtained from the Western Union, on condition of all the bosi' 
DeM, and it would have been accepted by many, if not nearly all, if the Baltimore and Ohio lines 
covered the territory. In point of fact, we lease a wire of the Baltimore and Ohio between Washing- 
ton and Cincinnati The western Associated Press have no relations to the Western Union Telegx«^ 
Company that are exclusive or that do not rest on strictly business basis. 

8. Rep. 577, ]>t. 2 ^21 mchard smith. 
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This agreemeut to continue in force two years from the first day of January, 1867, 
and thereafter until terminated by six months' notice of either party to the other. 

It is understood that a portion of the Saturday night report will he transmitted on 
Sunday night to aoc(»nmodate morning papers. 

Western Union Telegraph Coscpant, 
By HIRAM SIBLEY, Acting President. 
The Western Associated Press, 
ByM. HALSTED, 

Of ihe Board of IHrectora and Executive CommUiee. 

Executed by order of board of directors at Cleveland this 24th day of January, A. 
D.1867. 

H. N. WALKER, 
Pteeident WeeUm Associated Pms, 

Supplemental eontraoi with Western Union Telegraph Company, adopted at Pittsburg, 1871 

It is agreed by and between the Western Union Telegraph Company and the Western 
Associated Press that said Telegraph Company shall transmit the full Western Asso- 
ciated Press reports to Nashville and Memphis, Tennessee, and four hundred words 
per day from Kentucky, Tennessee, and Arkansas (Louisville, Ky., not embraced in this 
aj^reement), to be delivered in Cincinnati, Ohio ; and in consideration of said service, 
the Western Associated Press shall pay to the said Telegraph Company the sum of 
fifteen thousand dollars i>er annum, in monthly instalments. It is underst<A>d and 
agreed that should there be at the close of any month any excess of the Kentnoky, 
Tennessee, and Arkansas reports over a daily average of four hundred words, the 
Associated Press shall pay for such excess at the rate provided for in the contract to 
which this is supplemental. 

And it is also agreed that so long as the New Orleans and Southern news shall be 
sent via Memphis and Louisville it shall be charged in lieu of said service which ha^ 
heretofore been rendered via New York and Cleveland. 

It is further understood and agreed that in ease any of the daily papers of Nash- 
ville or Memphis which are meml^s of the Western Associated Press shall fail to pay 
their assessment for news, and the other member or members in said city refuse to 
make good to the association the deficit occasioned thereby, the said Telegraph Com- 
pany agrees to eancel this contract. 



* The second supplemental contract simply increases the maximum of report to 10,000 
words a day in place of 8,700, and provides that for excess over the 10,000 and not to 
exceed 12,000 the rate shall be 2^ cents per word, and for all excess above 12,000 words 
2 cents per word. The average quantity of report is 16,000 words, and rate about Uyf^ 
aents per word — a little under 2^ cents on a very large service. 

* The second supplemental contract was not fixmlshed to the committee ; but Mr. Smith sappUed 
the above note in xelation to it. 



STATEMENT 



OF 



GSOBOE D. B0BEBT8, BEPBESEVTIHO THE POSTAL TELEGBAPH 

AND GABLE COMPAHT. 



March 10, 1884. 



afiOBGE D. BOBEBTS, 



representiDg the Postal Telegraph and Cable Company, appeared l)e- 
fore the committee in advocacy of the following bill, which he read and 
presented to the committee: 

Be it enacted by the Senate and Home of Eepresentaiives of the United States of America 
in Congress assembled : 

SscnON 1. That for the purpose of securing correspondence by telegraph at cheaper 
rates, the Postmaster-General is authorized and directed to enter into a contract on 
behalf of the United States with the Postal Telegraph and Cable Company, a corpo- 
ration organized under the laws»of the State of New York, up(»n the following condi- 
' tions : 

Sec. 2. The said corporation shall stipulate therein to transmit by telegraph with 
'proper skill anddiligence all messages which at any time alter the making of thecon- 
iract may be delivered to it for that purpose by the Post-Office Department of the 
United States between the cities of New York, Philadelphia, Baltimore, Washington, 
Pittsburgh, Buffalo, Cleveland. Toledo, Chicago, Peoria, Springfield, Illinois, and Saint 
Louis, and not later than one year after the date of the contract between the saia 
places above named and Harrisbnrg, Pittsburgh, Wheeling, Columbus, Cincinnati, 
and Indianapolis, and not later than two years from the date of the contract between 
the above-named places and Louisville, NashviUe, Memphis, New Orleans, Galveston, 
Saint Paul, Minneapolis, Kansas City, and Omaha, and also all other cities upon the 
lines of its wires between any of the above-named places at which a system of postal 
delivery shall be established by the Government, and within five years from the date 
of said contract between the above-named and all other places in the United States 
(having a post-office delivery) which shall be designated with reasonable notice by 
the Postmaster-General, lying east of the Mississippi and Missouri Rivers, and south 
of Omaha and Minneapolis, and not later than seven years from the date of the con- 
tract between the places in the Atlantic division above designated, and all the prin- 
cipal cities of the Pacific coast and intermediate States and Territories ha%ing a postal 
delivery; and the said corporation shall further stipulate that after the dates above 
mentioned and until the expiration of the contract, it will keep its lines at all timed, 
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nnftTolcUble oasnaltiet excepted, in good repair, and provide therefor at its own ex- 
pense competent operaton, good instmnients, and all equipments necessary for effici- 
ently performing tne postal service between all of the said designated places. The 
services stipulated to be performed by the telegraph company in respect to each 
messaffe shiHl be its reception from the postal authorities, at the offices hereinafter 
provided for, in any of tne above designated and described places, and its transmis- 
sion and delivery to the postal authorities of any other of said places to which it may 
be addressed, in proper form for delivery to the sender of such message. At or before 
the execution of the contract the said corporation shall file in the Post-Office Depart- 
ment a bond in proper form, and adequate in amount, 16 be approved by the Post- 
master-General, conditioned for the faithful performance by it of all its stipulations 
in the said contract. 

Sec. 3. On behalf of the United States it shall be stinulated in the said contract 
that at each of the places designated in the above section the Government shall furnish 
without charge to the telegraph company a suitable room or rooms for the office, em- 
plov^, iiistrumeuts, batteries, and other appliapces necessary for the transaction of 
its Dosiness under said contract, and shall also provide the iliid company with the 
necessary rights and facilities for connecting its lines with such postal telegraph 
offices. It shall further be stipulated that compensation to the telegraph company 
for its services shall be made as follows : For each message of twenty words or less, 
exclusive of the date, address, and signature, under said contract transmitted in the 
ordinary course of business between any of the places in the United States lying east 
of tiie Mississippi and Missouri Rivers and south of Omaha and Minneapolis, twenty- 
five cents, and ten cents for each additional ten words in excess of twenty words, and 
for each message directed to be transmitted at night and delivered the following 
morning fifteen cents if of twenty words or less, and ten cents for each additional t-en 
words or less in excess of twenty words, except that between the cities of New York, 
Philadelphia, Baltimore, and Washington, and such other points separated by short 
distaacps as may be from time to time agreed upon, the ordinary services shall be paid 
for at t^e rate of fifteen cents for each message of twenty words of less, as aforesaid, 
and ten cents for each ten words or less in excess of twenty words, the payments to 
be made monthly as hereinafter provided. 

For all messages transmitted between any points in the Western or Pacific division, 
as defined in section 2, the compensation shall be the same as for the Atlantic di- 
vision ; but for all messages transmitted from any point in the Atlantic division to 
any point in the Pacific division the comyiensation shall be fixed at fifty cents for each 
message of twenty words or less and twenty cents for each additional len words or 
less in excess of twenty words for ordinary services, and for night service at twenty- 
five cents for each message of twenty words or less and t<>n cents for each additional 
ten words or less in excess of twenty words. Upon all the tariff rates above specified 
there shall be a deduction of two cents, or the local rate of postage if less tuan two 
cents, on each message, as compensation to the Government for delivery. 

It shall further be stipulated that the contract shall remain in force for the period 
of ten years from its date, during which period the postal telegraph service between 
the places designated in the coiUract shall be performed under its provisions. 

Sec. 4. When the said contract is executed, and security given as required by sec- 
tion 2, the Postmaster- General shall from time to time establish postal telegraph of- 
fices, and provide the necessary rooms and appliances for the telegraph company as 
required by the terms of the contract, and do such Ather acts as shall become neces^ 
sary to the execu^^ion of its provisions on the part of the Government. He shall pro- 
vide telegram stamps and stamped paper to be sold, as postage-stamps are now sold, 
of denominations corresponding to the several tariff rates, as specified in seotion H. 
Upon every telegram delivered by authority of the Government to the telegraph 
company for transmission the proper stamp for prepayment at the said tariff rates 
shall be affixed by the sender of the message, which stamp shall be in full prepay- 
ment of all charges upon such telegrams including delivery at its destination, whether 
transmitted wholly by telegraph to the place of address or partly by telegraph and 
partly by mail. Every postmaster shall, on the second Monday of each month, for- 
ward to the Postmaster-General a statement of the number of postal telegrams re- 
ceived at and transmitted from his office during the next preceding month, and the 
stamped value of each telegram tranftmitted, nnd the number snd amount of such 
telegram stamps sold at his office, and all money received for telegraphic service. The 
Postmaster- General shall cause monthly accounts to be prepared for said company of 
the amount of telegram- stamps sold and of all other sums received for the transmis- 
sion of telegrams, and of the number of telegrams received by the Department and 
their stamped value, and after deducting two cents, or the local postage rate when 
less than two cents, on each telegram transmitted, shall pay the remainder of such 
. receipts to said company as full compensation for its services under said contract. 

Sec. 5. The said telegraph company shall receive all messages delivered to it prop- 
erly stamped at any postal telegraph office, and transmit them by telegraph in the 
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order in which they are received (exceptiDg night messages to be dehvered the fol- 
lowiDg morning), to the postal telegraph oMce to which they are addressed or to the 
postal telegraph office oearest or most convenient to the place where they are directed, 
and shall inclose alt snch niessages in an envelope properly addressed and deliver 
them to the poet office at the receiving postal telegraph office. The Postmaster- 
General shall make regulations to facilitate the reception and forwarding by mail 
of telegraphic messages sent ^m or directed to places at which no postal telegraph 
office has been established. 

Sec. 6. All persons shall have the right to correspond by telegraph in the manner 
herein prescribed, and all telegrams shall be privileged commuDicaiions^n law to the 
extent that letters are now. The originals of all telegrams shall be kept in the office 
of deposit for fonr months, and at the end of that time, with all copies thereof, shall 
be destroyed, unless such originals shall be called for by the sender, when it shall be 
delivered to him. All provisions of law relating to the destruction or defacement, or 
to the receipt, transmission, or delivery of mailed letters, or to the cnstody, sale, can- 
celing, or defacement of stamps, and forging or counterfeiting, or to the stealing, or to 
the unlawful use of the same, shall apply to postal telegrams and to postal telegram 
stamps. 

Sec. 7. The Postal Telegraph and Cable Company shall have the right to construct 
telegraph lines on all postal routes to which the provisions of the cod tract aforesaid 
shall be applicable, and all telegraph lines operated under the provisions of this act 
are hereby established as post-routes. Any person who shall willfully obstruct, post- 
pone, or delav the transmission or delivery, or unlawfully divulge or permit to be 
read or seen the contents of any telegram, or any part thereof, or any copy or dupli- 
cate thereof, or who shall ii^ure of destroy any of the property of the said company, 
or interfere with the operation, repairs, or use of any such line of telegraph, or any 
part thereof, shall be deemed guilty of misdemeanor, and upon conviction in a dis- 
trict or circuit court of the United States for the district where snch offense shall 
have been committed, or where such person shall reside, shall be liable to a fine not 
exceeding one thousand dollars, or to an imprisonment not exceeding two years, and 
shall also be liable for damages to the party injured thereby. * The Department of 
Justice shall prosecute all persons offending against any of the provisions of this act 
in the name of the United States. 

Gentlemen, we w^re indaced to present this bill from the fact that 
yoa have already had several bills before the people, and also from the 
fact that the agitation as to Government interference in telegraphic 
matters is more or less a menace to onr property and an injury to oar 
securities. We have carefully prepared this bill, and kept within the 
limits of our capacity and our ability to carry out the contract if we 
should make it. 

We believe that we have a better system than is in general use. We 
have a different wire from any other company, a wire of very high con- 
ductive qualities. We have a compound wire, part steel and part cop- 
per, the core of it being steel in order to give it tensile strength. By 
using chcmioally pure copper for the coating we get all the conducting 
power of pure copper, which is about as 7 is to 1 in comparison with iron. 
The resistance on our wire between Chicago and New York — I think 
the line is over a thousand miles in length — is about 15 ohms. That 
probably does not represent the resistance over an iron wire of much 
over 100 miles. At least it gives us the advantage of using a long cir- 
cuit instead of a short circuit. I believe Dr. Green, who appeared be- 
fore your committee, stated that it was impossible for the Western 
Union or any company to give uniform rates beyond the limit of the 
circuit, whatever that might be, and stated that the limit of tbeir cir- 
cuit was about 600 miles. We have not tested the limit of onr circuit 
yet, but we are prepared to say that it is not less than 1,500 to 2,000 
miles. Therefore we are enabled to send a message 1,500 miles as 
cheaply as any other company could send it 500 miles. 

By having a wire of that character w^ are also enabled to use instru- 
meuts that heretofore have not been in general use in telegraphy. We 
are now working the sextuplex on one wire between Chicago and New 
York. I think that has never been accomplished before in the history 
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of telegraphiDg for that difitance without any relays of any character, 
and we expect to increase that. 

We also have a system by which we are enabled, when business re- 
quires it, to send a thousand words or more a tninute on one line on a 
circuit of a thousand miles or more iu length. At first we would have 
to prepare the messages, of course, on cylinders to do that. But that 
serves to show the capacity of our wires. 

We are prepared to say that we have no limit as yet to our circuit, 
but we are safe in stating that we can havea circuit firom New York to 
New Orleans without any relays, and therefore we can send a dispatch 
more cheaply for that distance than if we were compelled to relay three 
times, as under the old system. 

If our contract should be acceptable to the Gk>vemment^ of course it 
would bring forth a very sharp competition in telegraphing. We do 
not expect to monopolize the business by any means ; we do not ex- 
pect to get any more than our proper share of it. But it will, of course, 
induce a very sharp competition in telegraphing all over the country for 
long distances and short distances. Of course if other x>eople can do 
it more cheaply than we propose doing it we will have to compete with 
them. 

I believe this is the first proposition of this kind that has come be- 
fore the committee, and we would like to have it taken into serious con- 
sideration. We do not ask anything from the Government, e^ccept the 
mere privilege of putting our wires in the post-offices. This is a mat- 
ter of necessity. If it were not, we wocrtd not ask or expect it. It 
does not give us any advantage except that of quick delivery. The 
space we would occupy in the public buildings would be very small ; if 
we had to pay rental, it would be a ver^' small amount. 

The Chairman. This bill provides that the Government shall x>ay the 
rents of all buildings to be used by the company, does it not t 

Mr. HoBEBTS. Oh, no, sir; not by any means. 

The Ghaibman. Does it not provide that the Government shall fur- 
nish suitable rooms f 

Mr. EoBEBTS. Only in the main post-office, where your delivery office 
is, that is all ; or, if you have branch offices in a city, we might have 
offices in those branch offices, for the purpose of facilitating deliveries. 
The only object of that provision of the bill is to facilitate deliveries, in 
the interest of the people. We would probably occupy only one public 
office in a city, although we might have twenty, thirty, or forty other 
offices in that city for local business autside of the Government business. 
Those offices, of course, would be at our own expense. If we make a 
delivery through the post office, we want the privilege of putting our 
wires into the post-office building. We do not expect the Government 
to furnish us office room for our general business in cities. 

Senator Wilson, Your general proposition, then, is, for instance, in 
the city of New York, that the Government shall supply you with accom- 
modations in the general post-office building t 

Mr. EoBEBTS. Yes, simply in the post-office. 

Senator Wilson. And you deliver the messages to the post-officet ' 

Mr. RoBEBTS. To the post-office. 

Senator Wilson. The Government delivering them the same as it 
does letters I 

Mr. BoBEBTS. Yes, sir. 

The Ghaibman. You propose to do nothing but transmit over the wire ? 

Mr. Eobebts. That is all. We simply want to carry the mail for you 
by telegraph when you give it to us to carry. We will deliver it to you 
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jnst as the mail-carrier delivers it to you, and yoa distribute it. That 
is all there is about it. Of course we expect to have very sharp com- 
petition outside of this proposition. We will have our offices in all the 
cities, towns, and villages, probably. We expect to extend the systemx^ 
all over the country. 

The Chairman. You propose to reserve the right to do any business- 
you desire to do for those who patronize the company, without any re- 
gard to the Government f 

Mr. BoBERTS. Yes, sir; without any regard to the Government at' 
all. We only give you a guarantee that the rates shall not exceed this- 
limit for a certain period of years. If we do not get a single dispatch^ 
irom the Government, if you have the guarantee that it shall not exceed! , 
that point, it compels every other company to compete with us at that 
rate, and you will have those rates all over the United States, because 
no company is going to allow us. to take all the advantage of those 
rates ourselves. They will all compete with us at these rates. These rates 
we offer to you are very reasonable as compared with the present rates. ' 
Without any reference to the Government, without any governmental 
complications at all, without the expenditure of a dollar, you simply 
have a guarantee from us that we will establish these rates and main- 
tain them for a certain period of years. The only consideration we ask 
of you is to allow us to put our wires in your main offices in the cities, for 
the convenience of quick delivery, because we will give the delivery 
just as quick through the post-office as we will for our own local work. 
The only advantage will be this : For instance, we will pi obably de- 
liver commercial messages quicker than the Post-Office Department 
could possibly do it. Our deliveries now over the exchanges from Chi- 
cago to !New York are made so rapidly that of course they never would 
go through post-offices. We never could do that kind of business 
through the post-office under any circumstances ; it would be too slow* 
There is no possibility of having that kind of business done through 
the post-office. The exchange and commercial business of that char- 
acter must be done instantly. 

Our company has a theory that, by establishing a very low rate for 
telegraphing, the business will probably increase sufficiently for all the 
companies in the field to-day ; that it will increase it very rapidly, so 
that we will all have sufficient to keep us at work. Of course, at such 
low rates we could not pay any very large dividends immediately, but 
if we have a large volume of business we would be perfectly' satisfied 
with these rates, and we expect to get a large volume of business by 
giving the public a good service at low rates. 

The Chairman. What do you estimate to be the proportionate cost 
of receiving messages, registering them, and going through all the 
forms that are required to do that business properly, and of delivering 
the messages at the other end of the line, and the cost of transmittal! 

Mr. Roberts. I cannot give you the figures on that. I am not fa- 
miliar enough with the subject to give any opinion about that. I am 
simply representing the company in the capacity of aninterested party, 
to a certain extent. I only know generally about these things. But 1 
know that we ex])ect,' of course, to perform this service at a profit to 
our company, or we should not make the proposition. 

Deliveries depend on the distance. We only require ordinary letter 
deliveries, so far as our system is concerned, because our service, being 
through the post-office,* will be used principally for dispatches of a so- 
cial character, and those that are not absolutely important to be deliv- 
ered immediately. 
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Senator Jackson. You provide for no priority on the part of the 
Government, do you f 

Mr. ttoBERTS. We are compelled to yield priority to the Government 
' lor its business anyway. Any dispatches that we receive^ except those 
night dispatches, we have to send immediately. But our system is 
such that we are not likely to have more work than we can attend to. 
We expect to put up additional- wires and do the work. In fact, the real 
competition in telegraphy must be not so much in price as in service. 

The Chairman. Would you embrace in that term ^' Government serv- 
ice" all the regular correspondence between the executive branches of 
the Grovemment f 

Mr. Roberts. If they wished it; but we would probably want to 
make a special contract for that on a little different terms from those 
proposed in the bill. This bill is for the people. If the Government 
wish to make a special contract with us, as they have done with 
existing companies, that would be diffei'ent 

Senator Jaokson. Under the act of 1866 the Government has a right 
to fix its own rates. 

Mr. RoBERTB. Yy, sir. 

Senator Wilson. I do not usderstand this proposition as involving 
Government service f 

Mr. Roberts. No, sir ; we did not intend it to, except so far as the 
Government has the same right to use it that anybody else has. That is 
a separate matter for negotiation. 

The Chairman. By creating two districts you make a very great in- 
equality in the matter of rates. For instance, you propose 50 cents for 
telegraphing across the Mississippi River. 

Mr. Roberts. No, sir. 

The Ghaibhan. The rate from one of these districts to the other is 
50 cents for twenty words. 

Mr. Roberts. How is that t 

Senator Jackson. Mr. Roberts ma;kes a distinction, as I infer from 
the reading of the bill, but does not make any difference in the rate. 

Mr. Roberts. We have a clause in the bill in regard to short circuits. 
All those short circuits will be adjusted from time to time by the Post- 
master-General. We have provided for that. We expect to give you 
the lowest rate possible, and we will make such contracts from time to 
time as the Postmaster-General may require on short distances. 

Senator Wilson. Are your present rates between New York and 
Washington the same as the rates charged by the other companies f 

Mr. Roberts. I do not know that we have established our rates yet. 
I suppose it will be less, and I may state it will be less. 

The Chairman. This is the language of the bill you proposed^to have 
introduced : 

For aU meesages transmitted between any points in the Western or Paciiie division, 
as defined in section 2, the compensation diaU be the same as for the Atlantic divi- 
sion, but for aJl messages transmitted from any point in the Atlantic division to any 
point in the Pacific division the compensation shall be fixed at 50 cents for each 
message of twen^ words. 

Mr. RouEBTS. That was not the intention of the company. 

Senator Wilson. That would make a dispatch from Council Bluffs to 
Omaha cost 50 cents f 

Mr. RoBEBTS. Of course that can be amended. The intention of the 
bill is to make short circuits subject to contracts hereafter with the 
Postmaster-General, whether in one division or the other. If that is the 
way you understand the bill we will have a change made^ so that it will 
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be jnst the same to one division as the other exactly. We reserve the 
privilege of changinK that so as to make it uniform. 

The Chaibman. The rate proposed here for transmitting messages, 
I observe, is the same as the English rate, which covers the entire cost 
of receiving, delivery, and everything connected with it — ^26 cents for 
twenty wo^s. I suppose their average distance for messages would not 
vary very much, however, from the average distances over which mes- 
sages are sent in this country. Their longest line is 700 miles, I am in- 
formed. 

Mr. EoBEBTS. I am not familiar at all with the English rates. 

Senator Wilson. It would not be very different, taking into consider- 
ation the two districts. 

The Chaibman. The bill will be considered by the committee. 

Mr. BoBEBTS. The clause you speak of we will change. 

The Chaibman. K we see fit to take any action on it we will submit 
it to you. 

Mr. BoBEBTS. 1 authorize the change to be made, or we can make it 
for you, to make uniforoi rates on short circuits the same as the usual 
rates^ for either the Pacific or Atlantic division. 

Any information that the committee may want we would like to fur- 
nish at any time. 
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Washington, D. C, Jtfiay, 1884. 

Dear Sir : As there is a great diversity of opinion in regard to the 
cost of telegraphy and of the constrnction of telegraph lines, I give 
some facts and conclusions drawn from them in the hope that they may 
aid in forming a correct judgment upon these points: 

COST OF TELEGRAPHIC COBBESPONDENOE IN EUROPE. 

An examination of the cost of the telegraphic service in Belgium for 
1881 shows that the average cost of internal telegrams was .727 of a 
franc, equal to 14.54 cents per message. 

The average cost of telegrams in Switzerland in 1882 was .74 of a 
franc, equal to 14.8 cents, including transit and internal telegrams, and 
the cost of construction of new lines. Making due allowance fsr these 
items, the average cost of internal telegrams was 14 cents. 

In England, during the year 1882, 31,345,000 messages were trans- 
mitted, at a cost of £1,440,000, equal, at $4.86 to the pound, to $6,998,400, 
making the average cost per telegram 22.3 cents. This probably in- 
cludes the cost of construction of new lines for the year, bat the report 
of the Postmaster-General does not show either the cost or the mileage 
of new lines or wires. Estimating the cost of construction at 10 per 
cent, on the operating expenses, the average cost per telegram was 
20.01 cents. But in England the telegram is twenty words, exclusive 
of address and signature, which adds about one-third to its length and 
three-sixteenths to its cost, making the cost of the average telegram of 
ten words about 16.30 cents. 
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COST OF TELEOBAPHIO COBBESPONDENGE IN AMEBIOA. 

The expenses of the Western Union Telegraph Company for its fiscal 
year ended June 30, 1883, were $1^,794,000, divided as follows : 



For wh«t purpose. 



Total cost 



,Co8tof tele- 
l^ram in 
cents. 



Clerks and oashiers ensaged in receipt of messages { olerks engaged as man- 
agers of mes9eiig»rs for their distrlDatlon 

Otfier salaries, Incioding execntlTe offices, operatora,^^ 

Messengers ^ 

Linetepi^ 1889.616 

Seeonstmotlon 285,038 

Superintendents / 181,700 

Instraments 106,805 

Office repairs 107,774 

Batteries 238,647 

Tasee 

Bentof offloea 

Claims for delinqaenoiea 

PrintSng and statioi^ery 183,000 

Light and ftiel : 120,000 

Xaw expenses 147,000 

Paid other lines 267,000 

Beftinded and nncoUeeted 180^000 

And amounts paid railroad oompaoiea 608,000 

Cost of maintaining consolidated oompaaias 

Sondries 

Arerage per telMrsm 88JS0 eents • 

Rentals on leasea lines 528,000 

Bentals on Ameriean eables 700,000 

Bental on Gold and Stock and CnbaeaUeo 801,000 



$1,525,000 

* 8,487.000 

703,841 



1,406^864 



458.226 

215,648 

802,881 

21,728 



450,000 



1,000.000 
280,000 
822,480 



10,265,553 



1,529,000 



11.794,563 



.03454 
.4)7936 
.01600 



.03196 



.01030 
.00488 
.00896 
.00049 



.01043 

.02972 
.00086 
.00781 



The above items, down to and inclading <^ rentals on leased lines," are 
taken from the evidence of Dr. Green and documents submittea by 
him to the Senate committee ; the last three items from letter of Dr. 
OreeYi in the l^ortJi American Beview for December, ]^'83 (page 524). 

The average expense per telegram is based on 44,000,000, the number 
Dr. Oreen estimates were transmitted in 1883, including Oold and Stock 
and cable telegrams, which were not included in the tables given in the 
annual report of the Western Union Telegraph Company for 1883. 

The receipts of the Western Union in 1883 weie — 

From telegrams fl5,442,902 

From revenue on cables 1,100,000 

From Gold and Stock Telegraph Company 1,417,000 

From Inter-Ocean and Cuba cables 388,000 

From rental of pnvate lines 407,000 

From dividends and sundries 700,000 

4, 012, 000 

Total receipts 19,454,90» 

Total expenses „ 11,794,553 

Net profits 7,660,349 

From profits deduct — 

Interest on bonded debt, Ao |466,911 

Bental on leased lines 528,933 

995,884 

Leaving amount applicable to dividends 6,665,505 

Average receipts per telegram 35000 cents. 

Average operating expenses per telegram 23325 cents. 

Average profits per telegram .• 11675 cents. 
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Estimate of expenses of a postal telegraph under the contract system, hosed on expenditures 
of the Western Unvon Tel^raph Company for the fiscal year 1883. 



Clertfl 

.Salaries 

Messensero 

Line repairs, Sec 
Instnunents, Ste. 

Taxes 

Bents 



Claims 

Printing, &o 

Paid other lines 

KaiDtaining consolidated companies. 
Simdiies 



Present 
expenses. 



.03454 
. 07936 
. 01600 
.03196 
. 01257 
.00488 
.00890 
.00049 
. 01043 
.02045 
.00636 
.00731 



.23325 



Coitr.otors.D^.^'S^Offlce^ 



00731 
. 07436 



. 03196 
. 01257 
.00488 
.00250 
.00049 
.00463 
.01211 



.00580 



. 15612 



.00860 
.00200 
. 01400 



.00320 
.60226" 



.03000 



Saved. 



01869 
0030(K 
00200 



00320 



00360 
00834 
00636 
00200 



04713 



Expenses of the contractors 

Expenses of the Post-Qfflce Department 



. 15, 912 cents ; total, $7, 001, 250 
. 3, 000 cents ; total, 1, 320, 000 



Total 
Amount 



operating 
nt savecT. 



expenses. 



18, 912 cents ; total, 8, 321, 250 
04, 413 cents; total, 1,941,720 



23, 325 cents. 



10, 262, 970 



This estimate shows a saving in the expenses of nearly 4^ cents per 
telegram, or total saving of $1,940,000. This results from the less 
number of clerks and cashiers required in the handling, bookkeeping^ 
numbering and other clerical work now required on each message, ren- 
dered unnecessary under the postal system, where all telegrams are pre- 
paid by stamps and almost the only accounts to be kept are of the num- 
ber of messages transmitted and of the money received for the stamps. 

There will also be further economy in rents, as the post-offices in most 
places will have room enough for the telegraph office, as iu such offices 
the Mor^e instrument and batteries will occupy little more space than a 
sewing-machine f while in towns and cities, through the Telephone Ex- 
changes and District Telegraph companies, the telegraph is brought into 
direct communication with a large and constantly increasing number of 
customers, thus increasing the business without any increase in the num- 
ber of messengers, and with less need of offices in different localities 
in the same city. There will also be a large reduction in printing, legal 
fees, and other expenses, as well as in the amounts ^^ refunded and un- 
collected'' and ttie cost of maintaining consolidated companies. 

Under the present system, a very large proportion of the operators are 
railroad employes, paid by a commission on the telegrams. Under the 
postal system the same service will be performed by the postmasters, 
who will be paid in the same way. 

The gross expenditure at present is $11,793,000; but this includes 
the cost of maintaining the Atlantic and Cuba cables, the Gold and 
Stock Telegraph Company, together with the rentals paid for these lines, 
and the cost of operating and maintaining the private lines. Twenty- 
one per cent, of the gross revenue is now derived from these sources. 
This business should bear its proportion of the common expense, which 
would be $2,155,000, and therefore exceeds the amount saved, $1,940,000. 

No account has been taken of this fact. With this reservation, the 
foregoing statement is believed to be substantially correct. 



234 LETTER OF GARDINER O. HUBBARD. 

I believe that the amoant of some of the items, rent for instance, will 
be less than the estimate, while other items may be Increased. 

Total operating expenses M above 18,912 cents. 

To these most be added |2y&9tSy560, which is the interest at i5 per cent, on 

$43,276,000, the estimated cost of the lines of the Western Union; 

per telegram 05,901 cents. 

Average C96t per telei^am, including interest . . .-. 24, 813 cents. 

This shows the cOst of the average telegram, including a profit of 6 
per cent, on the cost of the lines will be 24.813. These expenses are 
divided into expenses not affected by the distance of transmission, viz; 

Interest on cost of lines 05901 

Expenses of the Post-Offlce Department 0300(1 

Apart of the expenses for cleriu and salaries 01000 

Bents, printing, line repair9, taxes, paid other lines, and part of sundries 05972 

Expenses not affected h^ the distance of transmission 15873 

And into expenses varymg with the distance, viz : Clerks' and operators' sala- 
ries, .07367; instruments, .01827 8940 

24813 

The average rate under the bill of the Senate committee will be about 
25 cents, a reaction of 10 cents firom the present average Tate. If the 
oi)erating expenses are 18.912 cents, there will be an average profit 
per telegram of 6.088 cents, and on 44,000,000 telegrams the profit will 
be $2,678,872. 

The normal growth of the business during the last six years was 100 
per cent. This growth will be much more rapid after this great reduc- 
tion in rates, and will be at least 100 per cent, in three years. If this 
estimate should be realized, the net profits at the expiration of that time 
will be much larger than under the present high rates. 

When sent less than the average distance, the expenses, varying with 
distante will be reduced about one-third, or 3 cents, making the average 
cost for operating expenses 15.537 cents, 1^ cents more than in Belgium, 
2^ cents more than in Switzerland, and about the same as in Great 
Britain. The total cost, inclusive of interest on the cost of the lines will 
be 21.813 cents. There is no reason why the cost in America should be 
much greater than in Europe. Qur operators and employes are paid 
higher salaries, but they do more work in a day and use the Morse 
sounder, which is more rapid than most of the instruments used abroad. 

The cost between large cities not more than 500 miles apart, where 
there is an uninterrupted stream of business* will be less than 15 cents, 
while between large cities at a greater distance and small offices off the 
main circuits the cost will be greater, but these differences will not 
sffeet the average result. 

When sent more than the average distance, the expenses varying 
with distance will be increased about one-third, making the total cost 
28.402 cents, inclusive of interest on the cost of the lines. The rate 
under the Senate bill for 1,500 miles is 30 cents, increasing 5 cents for 
every 2.50 miles up to 50 cents. 

These estimates are based on 44,000,000 telegrams. If there are not 
as many, a part of the " expenses not affected by the distance of trans- 
mission" will be increased, and decreased if there is a greater number. 
For instance, if only 22,000,000 are transmitted, the expenses for rentals 
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and interest, rei>airs, taxes^ claints, sundries, and profit, amounting to 
$3,500,000, must be assessed upon 22,000,000 messages, which would in^ 
crease the average cost about 8 cents per message, if there are 88,000^- 
000 messages, the cost will be reduced 3.5 cents per telegram. 

ESTIMATE OP THE NTTMBBB OF BMPLOYlfiS REQUIRED UNDER THE 
WESTERN UNION AND POSTAL TELEGRAPH SYSTEMS. 

The average rate paid by the Western Union Telegraph Company to 
their operators, as appears by reference to the table furnished by Dr. 
Green to the Senate Committee on Education and Labor (testimony^ 
page 965), was $61.90 for the month of June, 1883, or $780 a year. 

The company paid for clerks and cashiera in 1883 f 1, 525, 000 

It ydd for other salariesi including executive officers and operators 3, 487, 000 

Total amount •. 5,012,000 

The amount paid for other salaries, as it includes executive and other 
officers, as well as operators, was probably a little higher ^an the aver- 
age, or about $800 a year. Compensation for clerks and cashiers was 
probably a little less than that of tbe operators, or about $700 a year. 

At $700 a year the number of clerks and cashiers was 2, 180 

At|800 a year the number of employes was 4,350 

Making the total number of employ^ 6,530 

Of the sums the larger portion of the amount expended for clerks and 
cashiers is for work that will be performed by the postal telegraph 
service or saved. Almost the entire cost for other salaries, &c., will be 
borne by the contractors. The occupation of nearly all the post-office 
employes will be to receive telegrams from the public, number, send, or 
deliver them to the operators, or to receive them from the operators, en- 
velope, direct, and deliver them to the messenger. This service can be 
pei^ormed by young ladies at a lower salary than is now paid, or, say, 
on an average $600 a year. 

The compensation paid by the post-oflioe for clerks, cashiers, ^c, is esti- 
mated at $466,400 

For clerks and operators paid by the contractor '. 3, 593, 400 

The amount saved is estimated at • 951,700 

Total amount expended and saved $5,011,500 

▲t $600 a year the Post-Offlce Department can employ clerks and cashiers 

in addition to those now in the service 777 

The contractor will employ clerks and operators 4,800 

The nnmber saved 953 

Making the total nnmber • 6,530 

The messages are now delivered, either by contract with the District 
Telegraph Company or by messenger boys, who are generally paid ac- 
cording to the number of messages delivered. There are about 3,000 in 
the service of the Western Union Company, with average wages of 76 
cents a day. A less number will be required under tbe postal system, 
as all night telegrams will be delivered by tbe letter-carriers and some 
of the others. 

In addition to these employes, tbe Western Union probably employs 
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over 1,000 men as superintendents of line repairs and reconstraction. 
The employes engaged in this work will be paid by the contractors. 

The foregoing estimate apparently conflicts with the first statement 
of Dr. Green to 'the Senate committee ^< that they have 25,500 instru- 
ments, and every instrnmeut requires an operator. I should say, there- 
fore, there are probably 30,000 operators employed on the Western 
Union lines." In this statement Dr. Green refers to railroad aud other 
operators, as the salaries of 30,000 operators at $7dO a year woald 
amount to $23,400,000, or more than twice the entire expenses of the 
Western Union. In Dr. Green's remarks to directors, September 13, 
1882, he says, " We pay salaries to only 2,578 of our 12,041 offices; at 
960 others we pay only a portion of tlie operating expenses''; and in 
his statement to the Senate Committee on Education and Labor, he 
says, *^ 8,912 offices were operated by railroads without any direct 
money cost to the company." • 

COST OP LIITES. 

The cost of lines differs very greatly, depending on the quality of 
the line, the facility of obtaining poles, the freight on wire and jioles, 
and on the contracts which can be made with railroads, whether they 
will transport and drop the poles on the spot where they are required, 
or leave them at the regular stations on the line of the road, to be haaled 
to the place where they will be set. The price varies from $65 a mile of 
wire to $2,000 or $3,000 a mile of pole line in some cities, where large 
and expensive poles or underground wires are required. The Western 
Union Telegraph Company has contracts with most of the railroads, 
which gives that company peculiar facilities, if not, as they claim, the 
exclusive use of the railroads for telegraphic purposes. 

A detailed statement of the cost of a mile of jwle line with three wires 
is hereto annexed as giving a fair estimate of the average cost of lines 
extending into all parts of the country ; in some sections the cost wUl 
be less, in others greater. 

It will not be safe to estimate the cost of telegraphic lines at less 
than $300 a mile of pole line, averaging three wires to a pole and in- 
clusive of the right of way; an average of one wire in addition would 
cost $35 per mile more. 

The Western Union Telegraph Company operates 432,726 miles of 
wire, strung on 144,294 miles of pole line; this is equivalent to an 
average of 3 miles of wire to 1 mile of pole line. At $100 {ter mile the 
value is $43,276,000, inclusive of all instruments necessary to operate 
the lines, upon which interest at the rate of 6 per cent, is allowed in 
the foregoing tables. 

This valuation of $43,276,000 will appear as much too high to some 
as it will appear too low to others. 

This difference of opinion arises from the impossibility of estimating 
the cost of i>oles and of the rights of way, including in these rights the 
privileges enjoyed by the Western Union through its contracts with 
railroads, and the great difference in the cost of lines in different sec- 
tions of the country. 

This estimate includes neither the good- will nor the franchises of the 
telegraph company ; it merely shows the sum required to build new 
lines, to connect the places now reached by the lines of the Western 
Union Company with equal facilities. 

The Western Union Company also holds valuable property acquired 
for its other business, from which it derives one-third of its net income. 
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In the North American Beview, 1883, page 625, Dr. Green states the 
gross revenue from other sonrces than the transmission of telegrams 
and the rentals paid for same as follows: 

From the American cables 91,100,000 

From the Gold and Stock Telegraph Company 1, 417, 000 

From the Inter-Ocean Company (Cuba cables) 388,000 

From the rentals on private lines, (407,000 ; dividends, &o., $700,000 1, 107, 000 

4, 012, 000 

Rentals of this property I $1,160,000 

Operating expenses, say 1,000,000 

2, 180, 000 

Net earnings •. 1,832,000 

This property, capitalized at 6 per cent., represents a value of $30,- 
000,000. 

A trial balance of the property of the Western Union Telegraph Com- 
pany included in these estimates would stand approximately as follows: 

LIABILmES. 

Capital stock $80,000,000 

For debt of leased lines and rentals capitalized 37,464,200 

117,464,200 

AS8ST8. 

Lines and instroments as above $43,276,000 

Atlantio and other cables, shares, ratals, and dividends, &c., represented 

by property capitalized as above, at 30,000,000 

Beal estate 5,000,000 

Marketable assets in the Treasury * 10,023,000 

Balanoeof assets 5,016,000 

Bonns paid for lines of the American Union and stock of the Atlantic 

and Pacific Telegraph Company in 1881, to balance the acconnt 25, 149, 000 

117,464,200 



^ 



The details of the capital and liabilities of the Western Union Com- 
pany at different periodis are set forth in tiie accompanying table, B. 

According to the evidence of Mr. Bates, president of the Baltimore 
and Ohio Telegraph Company, that company expects to operate 35.000 
miles of wire, to cost about $5,000,000. This is at the rate of $142 a 
mile. 

The American Union Telegraph Company built between 1878 and 
1881 about 10,700 miles of pole lines and 46,400 miles of wire, at the 
cost of $5,000,000, according to the evidence of Mr. Bates, or $108 per 
mile of wire. But this coihpany pays the Pennsylvania Bailroad Com- 
pany over $150,000 a year for the right of way over its lines, which, 
capitalized, is equal to $2,500,000 of principal, and increases the cost to 
$150 per mile of wire. 

It is probable that each of these estimates includes a very large profit 
on the lines. 

GAEDINEE G. HUBBAED. 

Hon. N. P. Hill, 

.Ohairman Committee on Post- Offices and Post-Boads^ 

United States Senate. 

* Borne of theae aaaets are indnded in the item "Atlantic and other cables," &o., 
and are, therefore, entered twice among the aaaets. If the entries were corrected it 
would increase the last item, ''Bonus paid," &o. 

S. Eep. 577, pt. 2 ^22 
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Table A. — Detailed statement of cost of one mile of pole line of teJegraphin cmmtryf poles 30 
feet high, of second-growth chestnut, 6 tncA topSy and No. 8 er. B, B. tDire» 

Thirty poles, delivered, at $2.50 J. $75 00 

1 mile wire, 389 pounds, at 5.ceut8 per pound 19 45 

30x-armB, at 25 cents 7 50 

60 bolts, at Scents 1 80 

30 pins at 2 cents 60 

30 insulators, at 5 cents 1 50 

Grounds, tie-wire, solder, &c ^ 3 00 

Delivery of material 1 00 

Labor (gang of men and boss), 8 men, at (2 16 00 

Boss, at$3f and expenses, $1.50 4 50 

Wagon for men, with wire and tools 3 00 

Sundries, and occasional damage to trees 5 00 

138 35 
Allow for higher poles to cross other lines roads, or railroad tracks, say 10 00 

149 35 
For each additional wire on each route until four are strung 30 00 

Cost per mile of wire with three wires strung 70 00 

389 pounds No. 8 wire to the mile, at 5 cents 19 45 

Totvn workf one milCf Q^feet poles, 7i'%noh tops, ^ to the mile. 

40 poles, delivered, at $13 $520 00 

40 arms, alj 30 cents 12 00 

One mile wire, No. 6, 538 pounds, at 5 cents 26 90 

Bolts, pins, insulators 7 00 

Grounds, solder, &c 4 10 

Labor (twelve men and boss) gang to erect ten poles a day 114 00 

Repairing pavements, contingencies 25 00 

Total 709 00 

Under unfavorable circumstances the men might not be able to erect more than five 
poles a day ; this would increase the cost to $820 ; each additional wire, $35. 

Cost per mile of wire, three wires per pole, $259. 

In large cities like New York, Philadelphia, Chicago, &c.,the expenses for contin- 
gencies would be higher than the estimate ; but it will be unnecessary to take account 
of these exceptional items, as the large city poles will carry many wires, and thus 
reduce the cost per mile of wire. 

If one-sixth of the distance is town work the averace cost per mile of wire, averag- 
ing three wires to a pole, will be, at the above rates, f 101.50. 

The cost of one mile of pole line with four wires strung would be $335. The evi- 
dence of Mr. Chapman given to the Senate committee shows that the actual cost of a 
four-wire line between Cleveland, Chicago, and Kansas City was fiom $325 to $350 
per mile of pole line. 

Table B. — Capital and liaMlitiee of the Western Union Telegraph Company. 

Dec, 1863. The capital was : $7,950,700 

May, 1864. It was increased for other lines bought .*. 2, 116, 200 

1866. For stock dividends declared 10,066,900 

1866. For the purchase of consolidated lines, ineluding $11,000,000 

of stock issued to these lines as stock dividend 20, 929, 300 

41, 063, 100 
Less stock owned by the company 494,800 

40, 568, 300 
1866. The bonded debt was 4; 634, 100 

Total liabilities 45, 202, 400 

Of this capital and debt considerably over one-half, or about $23,000,000 was issued 
for stock dividends between January, 1864, and July, 1866. 

May, 1874. The company bought over $7,000^000 of its capital, reducing 

the outstanding capital to $33,785,000 

1874. The bonded debt was then 5,946,910 

Total liabilities : 39,731,910 
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Jnne, 1678. The outstandiDg capital was 

A stock diTidend was declared of 

1881. A stock dlyidend was declared of 

A stock dividend was declared as a dividend of capital for 
the stock of the Atlantic and Pacific Telegraph Company, 
then owned by the Western Union, to the amount or. 

Its stock was also issued in exchange for the remaining stock 
of the Atlantic and Pacific 

Stock for purchase of American Union lines 

Stock owned by the company, |20,172 sundries, (24,055 



35, 068, 575 

5, 960, 608 

15, 526, 590 



4, 320, 000 

4, 080, 000 

15, 000, 000 

44, 227 



Total capital 80,000,000- 

UMBS OF COMPANIES LBASED TO THE WESTEBN UNION, THE TBABLY RENTAL, AND- 
THE VALUE OF SAME CAPITALIZED AT AN INTEREST OF 6 PER CENT. 

Hutnal Union, rental of lines at $450,000 $7,500,000 

Northwestern Telegraph Company, rental of lines at $110,000 
a year, increasing every year tor thirteen years until it 

amounts to $150,^ 2,500,000 

Catonlines, rental of lines $87,000 1,500,000 

Bonded debt 5,964,200 

$17, 464, 200 

American cables, rental of lines $700,000 and certain office expenses 11, 700, 000 

Gold and Stock Telegraph Company, rental of lines $300,000 5, 000, 000 

Cubacables, rental of lines $180,000 j.. 3,000,000 

Total of rentals, capitalized and debt 37,164,200 

Stock capital 80,000,000 

Total liabilities 1883 117,164,200 

Some of the shares of the Caton lines of the Gold and Stock Telegraph Company and 
Cuba cables are owned by the Western Union, on which it receives the divi^nd, but 
there are other lines not enumerated above on which it pays rentals, which would 
make the total liabilities somewhat larger than above. 

The total liabilities June 30, 1880, were , $47,100,000 

Increase in three years 70,064,000 

Total liabilities June 30, 1883 117,164,000 



Table C. — Telegraph rates from Washington to the residence of each of the members of the 
House Committee on Post-Offices and Fost-Boads under the Western Union and Postal 
Telegraph systems. 

APIOL, 1884. 



Name of place. 



WinoDA, liias 

Fort SmHb, Ark 

He&denon. Tex 

IndiiiiiKpplis, Ind 

Spsrta^Gft 

Boonville, Mo , 

Whiohetter, HI 

Lexington, Tenn 

PhiladelpUA, Pa 

Akxon, Ohio 

Watertown, N. Y 

Blue Barth Ci^, Minn 

Manchester, Xy 

OaUipolis, Ohio 

Lafliyette, Ind 

Utah...:? 



Averaee by Western Union, day rates. .62 ; night rates, .42/\). 
Postaitelegraph, day rates, .299; night rates, .25. 
Seduction unaer postal system, .321 ; night rates, .176. 



Westein 
Union 
rates. 


Night 
ra&s. 


Postal 

Telesraph 

rates. 


$0 75 


$0 50 


$0 26 


76 


50 


25 


1 00 


66 


25 


50 


35 


25 


00 


40 


25 


75 


50 


25 


00 


40 


25 


50 


85 


26 


15 


15 


15 


50 


35 


25 


85 


25 


25 


100 


00 


25 


50 


35 


25 


50 


85 


25 


50 


85 


25 


1 00 


06 


50 


985 


688 


4 15 



340 
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Telegraph rates Weetem Unitm Telegraph, dag and flight, trim WwHwngim, to the reei- 
denee of each 0/ the memhere of the Senate Committee on PoeUOffi/oee and Poet-Boade. 



TV^aahingtoii to— 
DeoTer, Colo... 
Fairfield, Iowa. 

PariA, Tex 

Jackaon, Tenn. 
Blkton, Jid.... 
Detroit. Mioh.. 
Oahkoab, Wia . 
Peterabnrs, Ya 
Borer, Del. 



Average ratea, by day, 64 oenta ; by night, 47 oenta. 

Telegraph ratee% day and night. Western Union Telegraph, from Washington to the residence 
of each member of the Senate and Mouse Committees on Appn^vriaiions, 





BMMATn 

Waahington to— 

Dabaqae,Iowa 

Chicago, 111 

Pittefield, Mass 

Emporia. Kana 

EllaworthfMe 

Lexington, Ky 

Weldon, N. C. 

Warrenabnrg, Ho 

Jaokaonyille, Pla 

HODHB. 

Waahington to— 

Phifidelphia, Pa 

JaokaonTiUe, Fa 

KewOrleana, La 

Aurora, Ind 

Auatin, Tex 

Shftwneetown, m 

Kingsbridge, K. Y 

Cincinnati, Ohio 

Saint Joseph. Mo 

Springfield Ohio 

DanTille^ 

Topeka,Kana ^ 

LaJPorte,Ind 

East Sagfaiaw. Mich 

Minneapolis, Minn 



10 words, 

$0.50 
60 
50 
1 00 
50 
50 
50 
75 
75 



16 
75 
60 
50 
100 
60 
40 
40 
60 
40 
50 
60 
50 
76 
75 



mght. 



14 00 



10 words. 

One-third. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Da 
Da 



Do. 
Do. 
Do. 
Da 
Da 
Do. 
Da 
Do. 
Do. 
Da 
Do. 
Do. 
Do. 
Do. 
Da 



Average day rate^ 58 cents. 
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